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Hand-Bouk  of  tlie  American  Economic  Association, 


The  American  Economic  Association  was  organ- 
ized on  the  9th  of  September,  1885,  at  Saratoga,  for 
two  well  defined,  yet  closely  connected,  purposes. 
These  were :  First,  scientific  study  of  social  and 
economic  problems;  and,  second,  the  popular  diffu- 
sion of  knowledge  with  regard  to  them. 

In  order  to  accomplish  these  ends  there  was  needed 
a  union  not  only  of  scientific  men,  but  of  others  in- 
terested in  political  and  social  science.  Accordingly, 
members  were  sought  from  all  occupations,  with  the 
gratifying  result  that  men  of  all  shades  of  opinion 
on  social  and  economic  questions,  drawn  from  nearly 
every  department  of  social  and  business  life,  have 
united  with  the  Association  and  met  at  its  annual 
meetings  for  discussion  and  exchange  of  views.  The 
membership  of  the  Association  at  present  is  approxi- 
mately 800,  and  its  influence  is  constantly  spreading. 

The  Association  has  issued  monographs  upon  im- 
portant topics  at  regular  intervals  since  its  organiza- 
tion. Six  numbers  are  published  yearly,  and  these 
contain  the  best  work  of  the  leading  thinkers  on 
economic  questions  in  this  country.  For  titles  of  the 
monographs  so  far  published,  see  back  cover  of  this 
hand-book. 

Any  person  may  become  a  member  of  the  Associa- 
tion upon  payment  of  three  dollars  annually.     A  life 
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iiiembership  may  be  secured  by  payment  of  fifty 
dollars.  Members  are  entitled  to  all  publications 
issued  by  the  Association.  Libraries  and  other  or- 
g-aniza,tions,  may  secure  the  publications  by  paying- 
an  annual  subscription  of  four  dollars. 

Tri{es. 

Excellent  results  have  been  obtained  from  the 
prizes  offered  through  the  Association  by  generous 
friends  interested  in  economic  research.  Five  prizes 
have  thus  far  been  offered,  which  have  been  awarded 
as  follows  : 

A  prize  of  $150,  presented  by  the  journal  America 
for  the  best  essay  on  the  subject  of  "The  Evils  of 
Unrestricted  Immigration,"  was  awarded  to  Mr. 
Richard  D.  Lang,  of  Baltimore. 

A  prize  of  $100,  offered  by  Mrs.  John  Armstrong 
Chanler  (Amelie  Rives),  was,  after  full  consideration, 
divided  between  Miss  Clare  de  Graffenried  of  the 
Department  of  Labor,  Washington,  and  Mr.  W.  F. 
Willoughby,  also  of  Washington,  and  since  connected 
with  the  Department  of  Labor.  These  essays  were 
published. 

The  sum  of  $500  was  offered  for  the  best  essays 
on  "Women  Wage  Earners,"  to  be  divided  into  a 
first  prize  of  $800  and  a  second  prize  of  $200.  The 
former  was  won  by  Miss  Clare  de  Graff enreid. 

A  prize  of  $250,  offered  by  Mr.  Thomas  G.  Shear- 
man of  Brooklyn  for  the  best  essay  on  "State  and 
Local  Taxation,"  was  won  by  Mr.  S.  M.  Dick,  then 
of  the  University  of  Michigan. 

In  1892,  the  sum  of  $500  was  offered  for  essays  on 
"The  Housing  of  the  Poor  in  American  Cities,"  to 
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be  divided  into  a  llrst  prize  of  !$;}0U  and  a  second 
prize  of  8*^00.  The  former  was  won  by  Mr.  Marcus 
T.  Reynolds  of  New  York,  whose  essay  has  recentlj' 
been  publislied  as  one  of  the  monographs  of  the 
Association. 

The  usefuhiess  of  such  prizes  can  hardly  be  over- 
estimated. The}'  not  merely  furnish  to  the  i)ublic 
the  results  of  careful  investigation  on  important 
subjects,  but  stimulate  work  on  economic  lines  in  all 
of  our  colleges  and  universities  and  enable  promising- 
young  students  to  make  their  abilities  known.  The 
prizes  are,  of  course,  for  such  younger  investigators, 
in  the  main,  rather  than  for  economists  of  estab- 
lished reputation.  Though  it  has  not  been  deemed 
advisable  in  every  case  to  publish  the  successful 
essa}',  those  which  have  been  so  published  by  the 
Association  have  proved  to  be  among  its  most  useful 
and  popular  monographs. 

Tubl/iaf/oii  Fund 

The  Association  wishes  to  extend  its  work  as  far 
as  possible  along  the  lines  of  economic  research 
and  of  the  popularization  of  economic  knowledge. 
Besides  the  publication  of  monographs  discussing 
questions  of  the  day,  it  proposes  to  publish  works  of 
high  scientific  value,  which,  owing  to  their  limited 
sale,  ordinary  publishers  can  hardly  venture  to  bring- 
out.  To  this  end,  if  the  funds  of  the  Association 
would  permit,  the  number  of  regular  monographs 
might  profitably  be  increased.  For  these  purposes  a 
large  increase  in  our  membership  roll  is  desirable; 
or  the  result  could  be  much  sooner  attained  through 
the  establishment  of  a  fund  given  by  persons  inter- 
ested in  such  work. 


Constitution. 


ARTICLE   I. 
Name. 
This   Society   shall    be   known    as   the    American 
Economic  Association. 

ARTICLE  II. 

Objects. 

1.  The  encouragement  of  economic  research,  es- 
pecially the  historical  and  statistical  study  of  the 
actual  conditions  of  industrial  life. 

2.  The  publication  of  economic  monographs. 

3.  The  encouragement  of  perfect  freedom  of  eco- 
nomic discussion.  The  Association,  as  such,  will 
take  no  partisan  attitude,  nor  will  it  commit  its 
members  to  any  position  on  practical  economic  ques- 
tions. 

4.  The  establishment  of  a  bureau  of  information 
designed  to  aid  members  in  their  economic  studies. 

ARTICLE  III. 
Membership. 
Any  person  may  become  a  member  of  this  Associ- 
ation by  paying  three  dollars,  and  after  the  first  year 
may  continue  a  member  by  paying  an  annual  fee  of 
three  dollars.  On  payment  of  fifty  dollars  any  per- 
son may  become  a  life  member,  exempt  from  annual 
dues.'- 

*NoTE. — Each  member  shall  be  entitled  to  receive  all  reports 
and  publications  of  the  Association. 
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ARTICLE  IV. 
Honorary  Members. 
The  Council  may  elect  foreign  economists  of  dis- 
tinction, not  exceeding  twenty-five  in  number,  hon- 
orary members  of  the  Association.  Each  honorary 
member  shall  be  entitled  to  receive  all  reports  and 
publications  of  the  Association. 

ARTICLE  V. 
Officers. 
The  ofificers  of  the  Society  shall  consist  of  a  Presi- 
dent, three  Vice-Presidents,  a  Secretary,  a  Treasurer, 
a  Publication  Committee  and  a  Council. 

ARTICLE  VI. 

Council. 

1.  The  Council  shall  consist  of  an  indefinite  num- 
ber of  members  of  the  Society,  chosen,  with  the 
exception  of  the  original  members,  for  three  years. 
It  shall  have  power  to  fill  all  vacancies  in  its  mem- 
bership, and  may  add  to  its  number. 

2.  It  shall  elect  the  President,  Vice-Presidents. 
Secretary  and  Treasurer,  which  officers  shall  consti- 
tute an  Executive  Committee  Avith  such  power  as  the 
Council  may  entrust  to  it. 

3.  The  Council  shall  organize  itself  into  a  number 
of  standing  committees  upon  the  various  lines  of 
research  undertaken.  These  committees  shall  pre- 
pare reports  from  time  to  time  upon  such  subjects 
relating  to  their  respective  departments,  as  they  may 
select,  or  as  may  be  referred  to  tiiem  by  the  Council. 
These  reports  shall  be  presented  to  the  Council  at  its 
regular  or  special  meetings  and  be  open  to  discus- 
sion.    All    papers    ofi'ered    to    the    Societ}^    shall    be 
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referred  to  the  appropriate  committees  before  being 
read  in  the  Council. 

4.  The  Council  shall  have  charge  of  the  general 
interests  of  the  Society,  and  shall  have  power  to  call 
meetings  and  determine  what  reports,  papers  or  dis- 
cussions are  to  be  printed,  and  may  adopt  any  rules 
or  regulations  for  the  conduct  of  its  business  not 
inconsistent  with  this  constitution. 

5.  The  Council  shall  elect  a  Committee  on  Publi- 
cations, which  shall  consist  of  five  members,  so 
classed  that  after  the  first  election  one  member's 
term  shall  expire  each  year.  This  committee  shall 
have  charge  of  and  responsibility  for  the  scientific 
publications  of  the  Association. 

ARTICLE  VII. 

Amendments. 

Amendments,  after    having    been    approved   by  a 

majority  of  the  Council,  may  be  adopted  by  a  majoritj^ 

vote  of  the  members  present  at  any  regular  meeting 

of  the  Association. 


By-Laivs, 


1.  The  President  of  the  Association,  who  shall  he 
cx-officio  a  member  of  the  Council,  shall  preside  at 
all  meetings  of  the  Council  and  Association,  and 
perform  such  other  duties  as  inay  be  assigned  to  him 
by  the  Council.  In  case  of  inability  to  perform  his 
duties,  they  shall  devolve  upon  the  Vice-Pi'esidents 
in  the  order  of  their  election,  upon  the  Secretary  and 
Treasurer,  and  upon  the  Chairmen  of  the  Standing- 
Committees,  in  the  order  in  which  the  committees 
are  mentioned  in  the  list. 

2.  The  Secretary  shall  keep  the  records  of  the 
Association,  and  perform  such  other  duties  as  the 
Council  may  assign  to  him. 

3.  The  Treasurer  shall  receive  and  have  the  cus- 
tody of  the  funds  of  the  Association,  subject  to  the 
rules  of  the  Council. 

4.  The  following  Standing  Committees  shall  be 
organized  : 

(1).   On  Labor. 

(2).  On  Transportation. 

(3).   On  Trade. 

(4).   On  Public  Finance. 

(5).   On  Industrial  and  Technical  Education. 

(6).   On  Exchange. 

(7).   On  General  Questions  of  Economic  Theory. 

(8).  On  Statistics. 

(9),   On  Teaching  Political  Economy. 
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The  Executive  Committee  may  appoint  such  special 
committees  as  it  may  deem  best. 

5.  At  any  meeting  called  by  the  general  summons 
of  the  President,  five  members  shall  constitute  a 
quorum. 

6.  Papers  offered  for  the  consideration  of  the 
Council  shall  be  referred  by  the  Secretary,  each  to 
its  appropriate  Committee. 

7.  In  order  to  encourage  economic  research,  the 
Association  proposes  to  render  pecuniary  assistance 
in  the  prosecution  of  the  same,  and  to  offer  prizes 
for  the  best  monographs  upon  selected  topics.  It 
stands  ready  to  accept  and  administer  any  fund 
placed  at  its  disposal  for  either  purpose. 

8.  The  Executive  Committee  shall  have  power  at 
any  time  to  add  new  members  to  the  Council. 

9.  The  Executive  Committee  shall  assign  all 
members  of  the  Council  to  one  of  the  Standing  Com- 
mittees, and  shall  appoint  the  Chairmen  of  the  Com- 
mittees. 

10.  It  shall  be  the  duty  of  the  Chairmen  of  the 
respective  Committees  to  organize  and  direct  the 
work  of  the  same,  under  the  general  control  of  the 
Council. 
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The  Sixth  Annual  Meeting. 


The  sixth  annual  meeting  of  the  American  Eco- 
nomic Association  was  held  at  Chicago,  September 
12,  1893.  Owing  to  the  fact  that  the  International 
Statistical  Institute,  on  the  joint  invitation  of  the 
American  Statistical  Association  and  the  American 
Economic  Association,  was  to  hold  its  meeting  at  the 
same  place  and  time  as  had  been  previously  planned 
for  the  meeting  of  the  American  Economic  Associa- 
tion, September  11-15,  it  was  decided  to  limit  the 
sessions  for  the  reading  of  the  papers  of  the  latter  to 
one  day,  September  12. 

The  unfortunate  absence  of  the  President,  Pro- 
fessor Charles  F,  Dunbar,  on  account  of  illness, 
necessitated  the  omission  of  the  session  set  for  the 
evening  of  September  11,  which  was  to  be  devoted 
to  his  address.  The  address  will  be  printed  later  in 
the  publications  of  the  Association. 

The  sessions  of  the  next  day  were  devoted  to  the 
reading  of  papers  and  discussions  upon  them,  as 
given  in  abstract  in  the  following  pages. 

Council  Meetings. 

Three  sessions  of  the  Council  of  the  Association 
were  held  during  the  time  of  the  annual  meeting, 
Dr.  Richard  T.  Ely,  First  Vice-President,  presiding 
in  the  absence  of  the  President.  In  addition  to  the 
regular  routine  business  of  the  Association,  the  fob 
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lowing  actions  were  taken,  which  will  be  of  general 
interest  to  members: 

Ten  gentlemen  were  added  to  the  list  of  members 
of  the  Council,  viz.:  Mr.  Horace  White  of  New 
York,  Dr.  E.  R,  L.  Gould  of  Johns  Hopkins  Univer- 
sity. Dr.  William  Z.  Ripley  of  the  Massachusetts 
Institute  of  Technology,  Professor  H.  H.  Powers  of 
Smith  College,  Professor  A.  C.  Miller  of  the  Uni- 
versity of  Chicago,  Mr.  N,  O.  Nelson  of  St.  Louis, 
Professor  David  Kinley  of  the  University  of  Illinois, 
Professor  Charles  H.  Hull  of  Cornell  University,  Dr. 
Edward  T.  Devine  of  the  University  of  Pennsylvania, 
and  Dr.  Emory  R.  Johnson  of  the  University  of 
Pennsylvania. 

The  Publication  Committee  was  given  power  to 
have  stereotype  plates  made  of  such  publications  of 
the  Association  as  should  seem  to  require  preserva- 
tion in  that  form. 

It  was  ordered  that  hereafter  the  report  of  the 
proceedings  of  the  annual  meeting  of  the  Association 
be  not  made  one  of  the  regular  monographs,  but  that 
it  be  printed  in  the  same  style  of  page  and  type,  in 
order  that  it  might  be  bound  with  the  monographs 
if  desired. 

It  was  ordered  that  hereafter  the  names  of  all 
Ex-Presidents  of  the  Association  be  printed  in  con- 
nection with  the  list  of  officers. 

It  was  ordered  that  the  names  of  all  members  of 
branch  associations  over  one  year  in  arrears  in  their 
dues  be  dropped  from  the  rolls. 

The  Publication  Committee  was  authorized  to 
make  such  reasonable  outlay  for  plates,  diagrams 
and  tables  as  in  their  judgment  are  necessary  in  con- 
nection with  the  publications  of  the  Association. 
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The  sum  of  $600,  or  such  larger  sum  as  the  Exec- 
utive Committee  might  deem  necessary,  was  appro- 
priated to  pay  for  clerical  assistance  to  the  Secretary 
and  the  Chairman  of  the  Publication  Committee. 

The  next  annual  meeting  of  the  Association  was 
fixed  at  Columbia  College,  New  York,  during  the 
holiday  season  of  1894. 

The  following  officers  were  elected  for  the  ensuing 
year: 

President,  J.  B.  Clark,  Ph.  D.,  of  Amherst  College; 
Vice-Presidents,  Simon  N.  Patten,  Ph.  D.,  of  the 
University  of  Pennsylvania;  Richard  T.  Ely,  Ph.  D., 
LL.  D.,  of  the  University  of  Wisconsin;  Richmond 
Mayo-Smith,  Ph.  D.,  of  Columbia  College;  Secretary, 
Jeremiah  W.  Jenks,  Ph.  D.,  of  Cornell  University; 
Treasurer,  Frederick  B.  Hawley,  A.  M.,  of  New 
York;  Publication  Committee:  H.  H.  Powers,  A.  M., 
of  Smith  College,  Chairman;  H.  C.  Adams,  Ph.  D., 
of  the  University  of  Michigan;  F.  W.  Taussig,  Ph. 
D.,  of  Harvard  University;  F.  H.  Giddings,  A.  M.,  of 
Bryn  Mawr  College;  H.  W.  Farnam,  A.  M.,  of  Yale 
University. 


Treasurers  Report. 


1892. 
Aug. 
1893. 
Sept. 


Dr. 
25,     To  Cash  on  hand $1 ,790.17 


13, 


1893. 
Sept. 


13, 


Sept.  13, 


Amount  received  from  subscribers 91.80 

"  "  "      sale  publications 847.45 

3  annual  dues,  1889-90 $        9.00 

"       13       "  "       1890-91 39.00 

"      45      "  "       1891-92 135.00 

"     341       "  "       1892-93 1,023.00 

"      70       "  "       1893-94 228.00  1,434.00 

2       "  "      S.W.Branch,  3.00 

$4,166.42 

Cr. 

By  Publication  expenses |1, 272.63 

"   Expenses  of  Publication  Committee,  6.84 
"   Work   and   expenses   in   Secretary's 

Office 949.80 

"   Expenses  Treasurer's  Office 101.18 

"    Miscellaneous  expenses 31.02  2,362.07 

Cash  on  hand  this  date $1,804.35 


F.  B.  HAWLEY, 


Treasurer. 


Audited  and  found  correct. 

F.  W.  Taussig, 
Henry  W.  Farnham, 

Sept.  13, 1893.  Auditorn. 
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The  Value  of  Money, 


BY  GENERAL  FRANCIS  A.   WALKER  OF  THE   MASSACHUSETTS   INSTITUTE 
OF  TECHNOLOGY. 


The  object  of  this  paper  is  to  enquire  whether  the 
extreme  extension  of  credit,  which  has  been  effected 
in  our  day,  has  in  any  degree  impaired  the  validity 
of  the  proposition  that  the  value  of  money,  the  price 
of  goods,  depends  on  the  demand  for  and  the  supply 
of  money,  that  is,  of  the  actual  circulating  medium 
of  exchange.  The  reason  for  writing  this  paper  is 
found  in  the  frequent  references  by  journalists,  men 
of  affairs,  and  even  professional  economists,  to  the 
small  amount  of  money  used  in  banks  and  clearing- 
houses, as  if  the  modern  system  of  credit  had  made 
the  money-supply  a  matter  of  small  consequence  or 
of  no  consequence. 

The  writer  begins  with  the  consideration  of  a 
primitive  community  where  all  goods  are  assumed 
to  be  sold  for  and  bought  with  money,  and  applies 
to  this  case  the  familiar  proposition  regarding  the 
value  of  money,  using  Mill's  definitions  of  demand 
and  supply.  Here  he  finds  that  proposition  to  be 
unmistakably  true.  He  then  makes  four  successive 
changes  from  the  industrial  condition  assumed: 

First,  the  consumption  of  a  large  part  of  the  prod- 
uct by  the  respective  producers; 

Second,  a  large  use  of  barter; 
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Third,  the  introduction  of  credit,  but  without  the 
transference  of  obligations; 

Fourth,  the  transferability  of  obligations,  leading 
to  a  vast  cancellation  of  indebtedness,  especially  in 
the  banks. 

The  writer  finds  that  by  none  of  these  changes  in 
the  commercial  process  is  the  validity  of  the  tra- 
ditional proposition  impaired.  Such  changes  greatly 
affect  the  demand  for  money;  but  it  is  still  true  that 
the  demand  for  money,  be  that  greater  or  less,  does, 
in  connection  with  the  supply  of  money,  determine 
prices.  It  is  the  goods  which  are  exchanged  for 
money,  and  not  the  goods  consumed  at  home  or  bar- 
tered in  direct  exchange,  which  constitute  the 
demand  for  money.  The  introduction  of  credit,  and 
the  resulting  cancellation  of  indebtedness,  is  essen- 
tially the  extension  of  barter.  Two  sales  on  credit, 
which,  in  time  and  amount,  precisely  offset  each 
other,  in  the  bank,  are  equivalent  to  one  exchange  of 
equal  amount,  in  barter.  The  writer  declines  to 
accept  the  view  of  Lord  Overstone  and  Professor 
Sidgwick  that  bank  deposits,  or  bankers'  liabilities, 
are  money.  They  are  simply  an  instrumentality  for 
saving  the  use  of  money. 

The  writer  takes  his  last  step  in  supposing  that 
the  credit  system  has  been  carried  to  its  extreme,  so 
that  only  a  minute  fraction  of  the  aggregate  trans- 
actions of  the  banks  and  clearing  houses  is  settled  in 
cash.  Does  this  diminution  in  the  use  of  money  in 
any  way  impair  the  validity  of  the  proposition  that 
it  is  the  money  used  which  determines  prices?  Let 
the  credit  system  become  ever  so  gigantic,  does  it 
carry  the  value  of  money  with  it,  by  a  species  of 
gravitation?     In   such  a  situation,  does  the  money- 
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sjpply  cease  to  be  of  consequence?  The  writer  does 
not  find  these  things  to  be  so.  In  the  field  of  wages 
and  of  retail  trade,  money  still  gets  that  room  to 
operate  which  makes  its  quantity  determine  prices. 
This  would  be  so  were  not  a  dollar  of  money  ever 
used  inside  the  banks  and  clearing-houses. 

In  closing,  the  writer  cites  the  recent  commercial 
distress  and  the  partial  suspension  of  production  in 
the  United  States,  due  to  the  withdrawal  of  a  portion 
only  of  the  circulating  notes,  as  a  striking  proof  that 
the  money-supply  is  still  just  as  important  as  it  ever 
was.  after  all  that  the  organization  of  credit  can  do. 

Discussion. 

Mr.  Atkinson:  The  point  on  which  I  take  issue 
with  General  Walker  is  this.  He  has,  as  I  recollect 
it,  given  as  a  definition  of  money,  "anything  that 
passes  from  hand  to  hand  in  the  settlement  of  trans- 
actions." I  think  he  evades  his  own  definition  by 
counting  out  what  I  call  titles  to  money,  such  as 
checks  drawn  against  bank  deposits  or  bank  credits, 
and  other  instruments  of  like  kind.  It  is  by  such 
instruments  of  exchange  that  the  larger  portion  of 
business  transactions  is  settled.  He  says  a  bank 
note  is  money,  but  that  a  check  drawn  against  a 
bank  deposit  is  not.  What  is  a  bank  note  except  a 
cashier's  check  upon  a  bank  deposit?  I  think  we 
need  to  make  a  distinction,  and  I  should  limit  the 
term  money  to  that  which  is  current  everywhere  in 
a  given  country  because  it  is  sustained  by  the  force 
of  a  legal  tender  act;  and  I  should  put  into  a  different 
category  those  instruments  of  exchange  which  are 
of  the  nature  of  titles  to  money,  but  are  not  them- 
selves lawful  money.    A  bank  note  is  a  title  to  money, 


52  The  Sixth  Annual  Meeting. 

but  it  is  not  in  itself  money  according  to  any  true 
discrimination,  nor  is  it  legal  tender,  because  it  can- 
not be  forced  upon  a  creditor.  A  title  to  money  is 
an  instrument  of  exchange  that  may  be  offered  but 
which,  if  refused,  must  be  followed  by  a  tender  of 
that  which  is  lawful  money.  I  think  you  will 
observe  that  whatever  attempt  may  be  made  to 
extend  the  meaning  of  the  word  "money"  after  the 
methods  which  General  Walker  has  adopted,  you  do 
so  at  the  cost  of  giving  a  vague  definition,  and  at  a 
loss  of  precision  in  the  use  of  language. 

My  own  view  is  that  any  attempt  to  give  General 
Walker's  broad  extension  to  the  meaning  of  the 
word  "money"  will  fail.  In  a  scientific  discussion 
we  shall  come  back  to  a  liinit  in  the  use  of  the  word 
"money,"  confining  it  to  the  unit  of  redemption  or 
to  the  unit  or  standard  of  value  as  it  may  be  estab- 
lished. I  admit  that  there  may  be  a  unit  of  money 
of  redemption  that  is  lawful  like  the  depreciated 
greenback,  which  may  not  be  true  to  the  unit  or 
standard  of  value.  Such  money  is  bad  money — but 
it  is  money.  I  have  observed,  in  the  long  trans- 
actions with  which  I  have  been  connected  in  fifty 
years  of  business  life,  that  every  transaction  is  finally 
brought  to  a  unit  or  standard  of  value  which  may  be 
neither  money  nor  a  legal  tender,  but  which  is  yet 
available  for  the  purpose  of  discharging  debts  and 
buying  goods  anywhere.  That  unit  is  a  grain  of 
gold  or  its  various  multiples  measured  by  the  quan- 
tity which  there  may  be  in  each  and  every  kind  of 
coin. 

The  attempt  to  regulate  the  value  of  money 
according  to  the  Constitution  of  the  United  States  is 
of  necessity  exerted  only  in  determining  the  value 
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of  foreign  coins  that  are  received  at  the  custom- 
house; and  that  determination  resolves  itself  into 
finding  out  what  is  the  exact  proportion  of  the  pure 
gold  or  silver  in  each  foreign  coin  to  the  only  present 
lawful  unit  of  value,  the  gold  dollar  of  the  United 
States.  This  marks  the  limit  of  legislation  and  the 
limit  of  the  power  of  the  government. 

I  heartily  approve  Cernuschi's  definition,  which  I 
quote  from  memory:  "That  coin  only  is  good  money 
which  is  worth  as  much  after  it  is  melted  as  it 
purports  to  be  worth  in  the  coin." 

My  own  definition  of  good  money  is  that  which  is 
accepted  everywhere,  without  the  force  of  law,  in 
making  purchases  or  paying  debts.  You  will  ob- 
serve that  in  all  the  international  commerce  of  the 
world,  whatever  may  be  the  lawful  or  legal  tender 
money  of  either  country  which  shares  in  it,  the  final 
settlement  is  ultimately  brought  to  the  unit  of  one 
hundred  and  thirteen  grains  of  gold,  that  being  the 
quantity  which  is  defined  by  the  name  of  a  pound 
sterling. 

I  agree  with  much  that  General  Walker  has  said 
about  not  taking  the  clearing-house  transactions  as 
a  measure  or  standard  of  business.  There  are  many 
titles  to  property  given  and  settled  outside  the  clear- 
ing-house, and  many  exchanges  in  the  clearing-house 
where  the  property  itself  does  not  pass.  I  think  we 
may  attain  a  better  standard  of  the  true  volume  of 
transactions  of  this  country  by  working  from  the 
individual  to  the  concrete.  If  the  product  of  this 
country  at  its  final  point  of  consumption  comes  to 
what  fifty  cents  a  day  will  buy  for  each  man,  woman 
and  child  in  the  community  —  and  that  you  will 
observe  is  a  very  low  estimate  of  the  cost  of  sub- 
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sistence  —  then  the  primary  value  of  the  annual 
product  of  this  country  is  over  $12,000,000,000  this 
year.  If  you  will  observe  the  coat  which  you  wear, 
or  take  note  of  what  you  ate  for  breakfast  this 
morning,  trace  back  each  of  the  elements  to  its 
source  and  take  note  of  how  many  transactions  there 
must  have  been  before  you  could  put  the  cloth  upon 
your  back  or  the  food  into  your  mouth,  you  will  find 
that  for  every  fifty  cents'  worth  of  product  consumed 
there  must  have  been  one  dollar  and  fifty  cents' 
worth  of  previous  transactions. 

There  are  very  few  articles  which  enter  into  gen- 
eral consumption  that  are  not  bought  and  sold  in 
their  elements  or  in  their  final  form  twice,  thrice  or 
many  times  over.  At  fifty  cents'  worth  a  day,  bought 
and  sold  three  times  over,  the  actual  business  trans- 
actions of  this  country,  in  goods  only,  come  to  $100,- 
000,000  for  every  day  in  the  year.  The  necessary 
supply  of  the  people  of  this  country  with  food,  fuel, 
shelter  and  clothing,  upon  a  basis  of  fifty  cents  a 
day,  implies  money  transactions  to  the  extent  of 
$100,000,000  a  day,  or  about  $36,500,000,000  a  year. 
One  must  deal  in  these  small  units  of  consumption 
in  order  to  comprehend  the  gross  transactions,  unless 
one  possesses  the  faculty  of  thinking  in  proportionate 
black  lines  instead  of  figures. 

When  General  Walker  attributes  the  crisis  through 
which  we  have  passed,  or  are  now  passing,  to  a 
scarcity  of  the  instruments  of  exchange,  I  differ  with 
him.  It  happens  that  in  the  business  which  I  super- 
vise it  becomes  necessary  for  me  to  comprehend 
what  is  being  done  in  about  sixteen  hundred  of 
the  great  factories  and  workshops  of  the  United 
States.     I  share  in  a  system  of  mutual  insurance  on 
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six  hundred  and  fifty  million  dollars'  worth  of  cap- 
ital invested  in  manufacturing  establishments.  The 
value  of  the  products  of  these  establishments  comes 
to  a  thousand  million  dollars  a  year,  or  more.  If 
these  goods  are  computed  at  their  retail  prices,  then 
the  work  which  I  supervise  gives  me  comprehension 
of  how  at  least  a  tenth  part  of  the  product  of  the 
United  States  is  disposed  of,  and  I  am  obliged  to 
know  all  about  these  establishments  in  the  conduct 
of  my  business.  There  has  been  difficulty,  there  has 
been  an  approach  to  a  great  commercial  crisis,  there 
has  been  depression;  but  when  General  Walker 
speaks  of  factories  as  having  been  stopped  by  thou- 
sands, it  is  a  terrible  exaggeration,  corresponding  to 
the  exaggerated  view  that  is  taken  of  clearing-house 
transactions.  You  may  count  the  great  factories 
and  workshops  that  have  been  stopped  a  short  time 
by  hundreds,  or  even  only  by  tens,  not  by  thousands. 
You  may  speak  of  the  discharge  of  operatives  by 
thousands,  not  by  hundreds  of  thousands;  not  very 
many,  thousands  at  that,  and  probably  for  a  short 
time  only.  When  confidence  was  partly  restored 
throughout  the  country,  even  before  final  action  has 
been  taken  in  the  House  of  Representatives,  mills 
and  workshops  began  to  start,  and,  in  my  judgment, 
it  will  not  be  more  than  three  or  four  months  before 
all  will  be  actively  engaged  in  filling  up  the  gap  in 
the  supply  of  goods  due  to  the  present  stoppage. 
The  general  business  of  the  country  has  not  stopped; 
the  consumers'  demand  is  very  active;  the  business 
community  has  improvised  a  form  of  credit  in  clear- 
ing-house certificates  on  a  solid  basis,  and  by  that 
they  have  surmounted  many  of  the  purely  imagin- 
ative  doubts   and   difficulties   which   have   produced 
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lack  of  confidence.  Confidence  is  slowly  being 
restored,  and  with  it  transactions  have  been  renewed 
and  mills  will  soon  be  occupied  as  fully  as  before. 
The  general  conditions  of  this  country  are  conducive 
to  a  high  state  of  prosperity.  This  crisis  through 
which  we  are  passing  is  a  ?ion-commercial  crisis,  due 
to  ??iy.s'-legislation  and  to  the  want  of  comprehension 
of  true  monetary  principles. 


The  Relatio]s  Between  Interest  and  Profits. 


BY   PROFESSOR  ARTHUR  T.  HADLEY  OF  YALE  UNIA'ERSITY. 


1.  Profit,  and  not  interest,  is  the  return  which 
society  gives  to  the  capitalists  as  a  class.  Interest 
is  paid  by  one  group  of  capitalists  to  another;  it  is  a 
part  of  a  redistribution  of  profit  rather  than  a  co- 
ordinate element  with  it. 

2.  The  possession  of  capital  gives  the  right  to 
control  industry,  under  modern  legal  systems.  In- 
terest is  paid  for  the  transfer  of  such  control.  The 
borrower  takes  the  control,  with  the  attendant 
chances  of  gain  or  loss  which  it  involves;  the  lender 
abandons  the  control  and  commutes  his  possible 
profit  for  a  fixed  rate  of  interest.  Whether  this  rate 
absorbs  a  large  portion  or  a  small  portion  of  the  total 
profit  wiU  depend  upon  the  relative  numbers  of 
investors  who  desire  control,  and  of  those  who  are 
willing  to  commute. 

3.  This  commutation  is  allowed  and  justified,  not 
because  of  any  inherent  productivity  of  capital,  but 
because  it  helps  the  natural  selection  of  the  most 
competent  employers  and  the  best  processes,  and  the 
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elimination    of    the    less    competent    employers    and 
worse  processes. 

4.  Interest  on  long-time  investments  and  i)erma- 
nent  improvements  bears  the  same  relation  to  rent 
that  interest  on  short-time  loans  does  to  profit.  It  is 
essentially  commuted  rent. 

5,  There  is,  of  course,  a  general  rate  of  interest, 
while  there  is  no  such  thing  as  a  general  rate  of 
profit  or  rent  in  anything  like  the  same  sense.  Com- 
mutation of  profit  in  different  employments  must 
tend  to  somewhat  the  same  rate,  because  the  transfer 
of  capital  from  one  to  another  is  easier  than  the 
transfer  of  brains.  But  this  transfer  is  not  nearly 
so  complete  or  so  easy  as  is  commonly  supposed. 
The  rate  of  interest  is  separately  determined  in  a 
large  number  of  commutations,  imperfectly  connected 
with  one  another,  instead  of  being,  as  has  been  com- 
monly assumed,  collectively  determined  in  a  general 
loan  market  and  then  modified  in  specific  cases  to 
suit  exceptional  conditions. 

Discussion. 

Professor  Franklin  (of  Johns  Hopkins):  I  am  not 
a  member  of  the  Association,  and  I  do  not  know 
whether  it  is  considered  desirable  that  there  should 
be  any  discussion  of  the  paper.  However,  I  should 
be  glad  to  be  permitted  to  make  a  few  remarks.  In 
the  first  place,  if  I  may  be  allowed  to  ask  Professor 
Hadley  a  question,  which  ones  of  the  great  English 
economists  have  justified  interest  in  the  sense  which 
seems  to  have  been  implied  in  the  early  part  of  your 
address?  In  what  way  have  they  asserted  that 
interest  is  equitable  or  justifiable?  What  economists 
have,  in  an  emphatic  and  unmistakable  way,  asserted 


58  The  Sixth  Annmd  Meeting. 

that  it  is  just  in  anything  like  the  sense  of  divine 
justice,  pure  justice, — that  it  is  just  that  interest 
should  be  given,  as  it  is,  on  account  of  abstinence? 
In  considering  any  existing  economic  institution, 
such  as  the  payment  of  interest,  there  are  three  chief 
aspects  of  the  subject  to  be  inquired  into.  What  is 
its  historic  origin?  What  are  the  quantitative  laws 
regulating  the  phenomenon?  Is  it  ethically  right 
that  the  institution  in  question  be  permitted  to  con- 
tinue to  exist  ?  It  is  the  second  of  these  questions 
upon  which  the  labors  of  the  English  economists 
were  centered,  and  we  must  not  suppose  them  to  be 
dealing  with  the  third  except  when  they  explicitly 
state  that  they  are. 

Professor  Hadley:  In  answer  to  Professor  Frank- 
lin's question  as  to  who  has  used  these  theories,  I  can 
best  refer  him  to  the  work  of  Dr.  Bohm-Bawerk, 
which  has  been  translated  into  English,  wherein  he 
gives  a  long  list  of  both  the  abstinence  theory  and  of 
the  productivity  theory  advocates.  Mill  starts  out 
with  the  fundamental  theory  regarding  capital  that 
it  is  the  result  of  saving,  and  speaks  of  the  produc- 
tivity of  capital  as  the  cause  of  interest. 

Professor  Franklin:  I  am  very  well  aware  of  that; 
of  course  any  one  who  has  read  Mill  knows  that  he 
holds  that  interest  is  the  result  of  saving;  but  that 
saving  justifies  interest  is  another  thing.  Even  just 
now,  as  Professor  Hadley  has  approximately  quoted 
Mill,  he  does  not  use  the  word  "justification."'  Even 
if  he  did  use  the  word  justification,  and  I  doubt 
whether  it  is  found  in  Mill  in  that  connection,  more 
than  a  single  word  should  be  quoted.  There  is  noth- 
ing, so  far  as  I  know,  in  the  express,  emphatic  doc- 
trine   of    the    English    economists    which    justifies 
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interest.  English  political  economy  is  nothing  if  not 
emphatic;  it  is  all  emphasis,  and  there  is  nothing  in 
the  writings  of  the  great  English  economists,  so  far 
as  I  can  remember,  which  distinctly  implies  that  the 
bestowal  of  interest  upon  individuals  is  an  act  of  jus- 
tice at  all;  and  nothing  less  than  this,  it  seems  to  me, 
would  warrant  the  criticism  made  in  the  early  part 
of  Professor  Hadley's  address.  That  popularizers  of 
English  political  economy,  journalistic  writers,  have 
made  such  assertions,  is  doubtless  true,  and  the 
socialists  have  found  this  tool  ready  to  their  hands: 
but  if  it  was  due  to  misconception  one  can  only  say 
that  there  is  no  scientific  doctrine  at  all,  no  doctrine 
intended  for  intelligent  readers,  which  is  not  subject 
to  misconception  by  persons  who  approach  it  without 
the  proper  mental  equipment  or  the  proper  spirit. 

Professor  F.  W.  Taussig:  I  remember  very  dis- 
tinctly a  passage  in  Mill's  "Political  Economy"  in 
which  he  says  in  so  many  words  that  the  proposition 
that  capital  is  the  result  of  saving  has  no  moral  con- 
notation whatever.  It  simply  serves  to  explain  how 
capital  arises  and  why  interest  is  paid.  It  is  not  to 
be  taken  as  a  defence  or  justification  of  interest. 
And  I  think  a  careful  reading  of  Senior's  presenta- 
tion of  the  same  doctrine  will  show^  that  he  also  was 
concerned  with  the  simple  scientific  explanation  of 
the  phenomenon  of  interest,  and  not  with  the  defence 
of  it  against  attacks.  No  doubt  the  doctrine  has  often 
been  misused,  as  many  economic  doctrines  have  been; 
it  has  been  made  to  do  duty  against  the  attacks  of 
the  socialists.  But  it  is  as  an  explanation  of  the 
phenomenon  of  interest,  not  as  a  defence  of  the  insti- 
tution, that  it  deserves  the  serious  attention  of  econ- 
omists. 
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Further,  I  confess  that  notwithstanding  what  Pro- 
fessor Hadley  has  said  in  his  paper,  the  idea  of 
abstinence,  of  saving,  or  waiting,  or  whatever  name 
you  choose  to  use.  seems  to  me  one  with  which  the 
economist  cannot  dispense.  I  may  say,  too,  that  the 
discussion  of  this  subject,  and  the  attempt  at  the 
refutation  of  Senior's  reasoning,  in  the  series  of  chap- 
ters which  Professor  Bohm-Bawerk  gives  to  Senior 
in  his  '"Capital  and  Interest''  is  unsatisfactory,  and 
indeed  rests  on  a  fallacy.  Briefly,  in  order  to  under- 
stand any  exchange,  we  must  have  two  things.  We 
must  have  the  sacrifice  on  the  one  hand  by  some  one, 
and  we  must  have  a  gain  on  the  other  hand  by  some 
one  else.  This  does  not  hold  good,  of  course,  of  free 
natural  agents  which  are  monopolized;  here  there  is 
no  element  of  sacrifice:  but  it  holds  good  of  every 
other  act  of  exchange.  There  must  be  these  two  ele- 
ments, the  sacrifice  on  the  one  hand,  the  gain  on  the 
other  hand.  The  element  of  sacrifice  helping  to 
explain  interest  must  be  found,  I  think,  in  this  old- 
fashioned  idea  of  saving  or  abstaining  or  waiting. 
It  is  the  other  element  in  the  case  which  the  classic 
economist  considered  least  satisfactorily,  and  which 
is  most  in  need  of  further  elucidation.  The  nature 
and  cause  of  the  surplus  secured  by  him  who  is  com- 
manding capital  need  further  consideration.  To  my 
mind,  too,  it  is  in  discussing  the  nature  of  that  gain, 
rather  than  the  character  of  the  sacrifice,  that  we 
shall  discover  the  causes  regulating  the  rate  of  in- 
terest, as  distinguished  from  the  causes  explaining 
the  existence  of  interest. 

What  Professor  Hadley  has  said  in  regard  to  the 
relation  of  interest  and  profits  is  true  and  valuable, 
and  points  to  the  direction  in  which  we  shall  have  to 
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reconstruct  our  theory  of  interest.  Interest  should 
not  be  treated  as  an  independent  element  in  distri- 
bution, but  as  a  part  of  what  it  used  to  be  the  fashion 
to  call  gross  profits.  The  command  of  capital  enables 
a  surplus  to  be  earned;  part  of  that  surplus  is  parcel- 
led off,  by  the  bargain  between  him  who  directs  the 
use  of  the  capital  and  him  who  supplies  it,  and 
becomes  what  we  call  interest.  The  fundamental 
problem  is  why  the  gross  surplus  exists.  To  under- 
stand that,  we  must  consider  chiefly  the  causes  deter- 
mining the  efficiency  of  labor,  and  the  manner  in 
which  tools  and  machinery,  or  preparatory  labor, 
affect  efficiency.  The  continued  progress  of  inven- 
tion and  of  the  arts  is  necessary  to  the  maintenance 
of  interest,  if  the  accumulation  of  capital  continues. 
Professor  Giddings:  I  was  extremely  interested  in 
Professor  Hadley's  paper.  It  seems  to  me  that  he 
has  given  attention  to  a  phase  of  the  question  that 
has  been  too  much  neglected,  and  one  in  regard  to 
which  we  may  hope  for  further  studies  that  will  be  of 
extreme  value.  At  the  same  time,  I  think  that  we 
ought  to  remember  that  in  the  treatment  of  interest 
in  our  text-books,  for  many  years  past,  there  has 
been  a  sharp  distinction  between  two  elements,  or 
factors,  in  so-called  commercial  interest.  Pure  econ- 
omic interest  has  been  recognized  as  one  thing,  while 
the  element  of  risk,  for  which  a  considerable  payment 
is  always  included  in  commercial  interest,  has  been 
recognized  as  another  thing.  Economic  interest  has 
been  recognized  as  distinctly  due  to  economic  causes; 
risk  as  due  to  sociological  causes.  Now  it  seems  to 
me  that  what  Professor  Hadley  has  done  is  to  point 
out  that  there  is  another  very  large  and  very  impor- 
tant    sociological    factor    in    commercial    interest. 
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Interest,  as  a  commercial  payment,  is,  among  other 
things,  a  commutation  of  profits  and  of  rent;  it  is  a 
means  of  securing  the  natural  selection  of  the  best 
employers.  This  also,  then,  like  risk,  is  an  important 
factor  in  commercial  interest.  But  in  economic 
theory  ought  we  not  to  distinguish  carefully  between 
the  strictly  economic  elements  and  the  sociological 
elements,  and  recognize  that  there  is  in  the  payment 
of  commercial  interest  a  premium  on  risk,  a  commu- 
tation of  profit  or  rent,  which  is  made  in  the  process 
of  the  natural  selection  of  employers,  and  also — and 
Professor  Hadley  did  recognize  this  in  his  paper — 
what  he  called  "mininuim"  interest,  and  to  which  I 
think  we  should  confine  the  term  "interest"  when 
used  apart  irom  modifying  expressions,  the  payment 
that  is  made  as  the  difference  between  present  and 
future  goods  ?  I  think  that  in  the  analysis  which 
has  distinguished  the  values  of  present  from  the 
values  of  future  goods  we  have  made  a  great 
advance. 


The  Scope  of  Political  Economy. 

BY    PROFESSOR  S.   N.  PATTEN,   OF    THE  UNIVERSITY   OF  PENNSYLVANIA. 


The  scope  of  political  economy  has  not  received 
that  attention  it  deserves  because  of  the  fact  that  it 
has  always  been  discussed  in  connection  with  prob- 
lems relating  to  methodology.  The  limits  of  the 
science  have  been  due  to  peculiar  conditions  arising 
in  the  past  and  should  be  treated  as  an  historical 
rather  than  as  a  logical  problem.     With  other  his- 
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torical  conditions  the  present  limits  accepted  of  tlie 
social  sciences  would  not  have  been  thought  of. 

The  scope  which  Adam  Smith  gave  political  econ- 
omy was  broad,  including  problems  of  social  progress 
as  well  as  those  of  static  society.  The  influence  of 
the  French  Revolution  on  English,  thinkers,  however, 
caused  them  to  separate  these  two  parts  of  economic 
theory.  In  politics  and  in  many  social  matters  these 
thinkers  were  liberal,  but  the  strong  reaction  against 
the  outrages  of  the  French  Revolution  caused  their 
conservatism  to  show  itself  in  economics.  The 
theories  of  Malthus  and  Ricardo  are  mainly  an  ex- 
pression of  the  reactionary  tendencies.  On  the  other 
hand  the  liberal  spirit  showed  itself  most  clearly  in 
the  utilitarianism  of  Bentham.  The  reforms  in 
legislation  and  morals  which  he  proposed  were 
largely  based  upon  economic  considerations  and 
formed  a  theory  of  social  progress.  Utilitarianism 
and  economics  thus  became  separated,  and  two 
sciences  were  created  where  there  should  have  been 
only  one.  They  differed  not  in  the  field  they  occu- 
pied nor  in  the  method  of  procedure  but  in  the  unit 
of  measurement.  Utilitarianism  measured  subjec- 
tively in  units  of  satisfaction  what  economics  meas- 
ured objectively  in  units  of  material  wealth. 

The  recent  development  of  economics  has  done 
much  to  break  down  the  limits  which  have  separated 
it  from  utilitarianism.  The  theory  of  marginal 
utility  has  accustomed  economists  to  subjective 
measurements  of  wealth.  Units  of  pleasure  and 
pain  have  displaced  units  of  material  wealth  and 
of   a   day's  work. 

The  scope  of  economics  has  also  been  enlarged  by 
the  development  of  a  theory  of  the  consumption  of 
wealth,    and    thus   problems   of    social    progress   are 
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made  a  part  of  economic  theory.  Material  progress 
was  measured  by  the  increase  in  the  quantity  of 
wealth.  The  essence  of  social  progress,  however, 
is  to  raise  the  margin  of  consumption,  to  increase 
the  utility  of  the  goods  we  have,  instead  of  striving 
for  the  mere  increase  in  the  quantity  of  goods  each 
part  of  which  Avould  have  a  lower  degree  of  utility. 

When  these  facts  are  clearly  seen  economics 
becomes  the  same  as  the  science  of  utilities.  Its 
theory  has  at  its  basis  the  calculus  of  pleasures  and 
pains  upon  which  Bentham  based  his  system.  But 
the  change  affects  utilitarianism  as  deeply  as  it  has 
economics.  It  shows  that  a  conscious  calculation  of 
pleasures  and  pains  is  confined  to  positive  utilities. 
They  alone  can  be  added  and  subtracted.  The 
absolute  utilities  are  out  of  its  realm  and  belong  to 
the  true  field  of  ethics. 

In  this  way  utilitarianism  which  began  as  an 
abstract  theory  of  utilities  has  become  more  con- 
crete, and  economics  which  began  as  a  concrete 
theory  of  material  wealth  has  lost  most  of  its  concrete 
forms  and  has  become  a  theory  of  insatiable  wants. 
The  two  sciences,  therefore,  which  were  separated 
artificially  by  past  conditions  became  identical  in 
scope  and  method  and  should  be  merged  into  one 
science. 

The  Genesis  of  Capital, 

BY  PROFESSOR  JOHN  B.   CLARK,  OF  AMHERST  COLLEGE. 


A  recent  Austrian  theory  makes  interest  to  be 
a  premium  on  goods  for  present  consumption,  as 
compared  with  goods  of  like  kind  and  quantity  for 
future    consumption.       This    view    cannot    be    valid 
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unless  capitalists  actually  compare  the  subjective 
value  of  present  goods  vs^itli  that  of  future  goods  in 
all  respects  similar.     This  they  do  not  do. 

A  typical  capitalist  sets  aside  from  present  use  a 
certain  amount  of  wealth  expressible  in  money, 
intending  never  to  spend  the  principal  so  accumu- 
lated. He  intends  to  enjoy  to  the  end  of  his  life  the 
annual  earnings  of  his  capital,  and  to  bequeath  to 
his  descendants  the  privilege  of  enjoying  them  in 
perpetuity.  What  the  capitalist  foregoes  is  what- 
ever the  principal  of  his  savings  would  have  bought 
for  himself;  and  what  he  gains  as  an  offset  for  this 
abstinence  is  whatever  the  annual  earnings  will  buy 
for  himself  and  for  his  heirs.  The  goods  sacrificed 
are  different  in  kind  and  quantity  from  the  goods 
that  are  gained. 

Some  persons  save  capital  intending  later  to  spend 
it.  They  lay  aside  sums  to  be  used  in  periods  of 
helplessness  or  old  age.  In  acquiring  the  capital 
they  go  without  goods  that  to  them  are  luxuries; 
and  in  spending  it  they  buy  necessaries.  The  dif- 
ference between  the  things  that  they  might  have 
bought  now  and  those  that  they  expect  to  buy  later 
affords  the  incentive  to  saving. 

Neither  the  true  capitalist,  who  creates  permanent 
capital,  nor  the  r/?Y«s/-capitalist,  who  creates  a  fund 
and  then  consumes  it,  has  any  occasion  to  compare 
the  utility  of  present  goods  with  that  of  future  goods 
of  like  kind  and  quantity. 

Professor  v.  Buhm-Bawerk  has  tried  to  use  the 
concept  capital  goods  as  for  scientific  purposes  iden- 
tical with  that  of  capital;  and  the  basing  of  interest 
on  goods'  present  and  future  is  the  first  result  of  this 
attempt.     What  men  really  compare  is  present  sums 
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with  future  ones,  A  capitalist  compares  one  present 
sum  with  an  endless  series  of  smaller  sums  accruing 
in  the  future. 

Capital  consists  in  goods;  but  a  proposition  that  is 
true  concerning  capital  is  often  the  opposite  of  the 
truth  concerning  the  goods.  A  water-fall  consists  of 
particles  of  water;  yet  what  is  said  of  the  fall  can- 
not be  said  of  the  water.  The  fall  is  stationary:  the 
particles  move.  The  fall  is  perpetual;  the  particles 
of  water  pass  away  to  the  sea  and  ultimately  evapo- 
rate. So  capital  is  perpetual;  but  the  things  that  at 
any  moment  compose  it  soon  pass  away. 

Capital  goods  have  periods  of  production.  It  is 
possible  to  mark  the  instant  when  a  particular  bit 
of  matter  begins  to  take  a  usable  shape,  and  the 
instant  when  it  renders  its  last  service  to  production. 
We  may  call  the  interval  between  these  dates  its 
period  of  production.  Yet  true  capital  has  no 
periods.  As  a  whole  it  does  its  work  with  no  trace- 
able beginning  and  no  prospect  of  cessation. 

Capital  goods  interpose  periods  between  labor  and 
the  culling  of  its  fruits.  True  capital  annihilates 
those  intervals,  and  makes  the  reward  of  labor  to 
come  immediately.  A  quantity  of  water  now  flow- 
ing into  the  upper  end  of  a  reservoir  may  occupy  a 
month  in  passing  through  it  and  reaching  the  wheel 
at  the  lower  end.  This  interval  may  be  regarded  as 
its  period  of  production.  Yet  if  the  reservoir  be  full 
the  inflowing  water  causes  an  immediate  overflow, 
and  moves  the  wheel  at  once.  The  full  pond  anni- 
hilates the  interval  between  the  inflow  and  its  effect. 

It  may  be  a  year  before  the  hide  of  an  ox  will 
"ripen"  into  coarse  shoes.  Labor  now  expended  on 
the  hide  will  not  produce  at  once  finished  shoes  made 
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of  that  particnlar  material.  Through  the  aid  of 
capital  it  produces  shoes  immediately.  The  perma- 
nence of  capital  means  that  in  the  shoe-making  in- 
dustry there  is  kept  a  uniform  quantity  of  raw  hide, 
of  tanned  leather,  and  of  shoes  in  all  stages  of 
advancement.  The  furnishing  of  new  raw  hide  aids 
in  the  forward  movement  of  all  this  material,  and 
creates,  as  it  were,  an  immediate  overflow  of  finished 
shoes  at  the  end  of  the  series. 

The  creating  of  capital  is  the  securing  of  a  part  of 
this  perpetual  overflow  of  usable  goods.  The  pro- 
cess begins  at  once  and  ends, — never.  The  fruits  of 
it  accrue  chiefly  to  heirs  or  successors  of  the  original 
capitalist.  What  this  capitalist  has  to  mentally 
compare,  when  he  saves  his  fund  from  consumption, 
is  the  benefits  to  be  obtained  from  immediately  spend- 
ing the  fund  itself,  and  those  to  be  had  from  the 
spending  of  the  endless  series  of  earnings  of  the 
fund. 

It  is  possible  to  tell,  in  a  rude  way,  what  the  fund 
would  have  been  spent  for  if  it  had  not  been  saved. 
It  is  impossible  to  tell  what  the  earnings  of  the  fund 
will  be  spent  for. 

It  is  possible  to  rudely  gauge  the  benefit  to  be  de- 
rived from  the  things  that  might  have  been  procured 
with  the  fund  itself,  since  this  benefit  would  accrue 
to  the  owner,  who  makes  the  estimate.  It  is  impos- 
sible to  measure  the  benefit  that  will  accrue  from  the 
spending  of  the  earnings,  since  they  will  be  used 
mainly  by  heirs  and  successors  of  the  man  who  makes 
the  estimate. 

There  is  no  difficulty  in  resolving  a  benefit  to  the 
capitalist  himself  into  a  motive  for  action  on  the  part 
of  the  capitalist;  but  there  is  grave  difficulty  in  re- 
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solving  benefits  accruing  to  others  into  a  motive  for 
action  on  one's  own  part.  The  strength  of  the  mo- 
tive for  accumulating  capital  depends  on  a  man's 
reason  and  on  his  altruism.  Accumulation  stops 
when  a  definite  present  benefit  accruing  to  a  man 
himself  constitutes  a  motive  for  action  outweighing 
the  influence  of  another  motive  afforded  by  the  pros- 
pect of  an  endless  series  of  smaller  benefits  incapable 
of  exact  measurement  and  accruing  mainly  to  the 
successors  of  the  man  whose  action  is  to  be  influenced. 


The  Wages-Fund  at  thl  Hands  of  the  German 
Economists. 

BY   PROFESSOR   F.   W.  TAUSSIG,  OF  HARVARD  UNIVERSITY. 

Professor  F.  W.  Taussig,  of  Harvard  University, 
presented  a  paper  on  the  treatment  of  the  Wages- 
Fund  doctrine  by  German  economists.  After  noting 
the  fact  that  English  economists  have  paid  little  at- 
tention to  the  manner  in  which  the  Germans  have 
discussed  the  theory  of  wages,  the  development  of 
the  wages-fund  doctrine  in  England  was  briefly 
sketched,  with  special  reference  to  Adam  Smith  and 
Ricardo.  When  fairly  developed,  the  doctrine  was 
attacked  in  1834  by  Hermann  in  Germany,  long 
before  English  writers  thought  of  doubting  it.  Her- 
mann did  not  deny  that  wages  were  paid  out  of  capi- 
tal, but  said  that  capital  was  only  an  intermediate 
source,  and  that  the  real  ultimate  source  from  which 
wages  were  paid  lay  in  the  income  of  the  consumers 
who  bought  the  products  made  by  the  laborers.  This 
doctrine,  that  the  real  source  of  wages  lies  in  con- 
sumer's income,  has  been  almost  universally  accepted 
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by  German  economists  as  a  substitute  for  the  wages- 
fund  theory.  Some  additions  to  it  were  made  by 
Brentano  in  1871,  but  the  fundamental  doctrine  was 
accepted  by  liim.  Various  contemporary  German 
economists  were  considered,  and  their  presentation 
of  the  theory  of  wages  was  shown  to  be  a  combina- 
tion of  the  views  of  Hermann  and  Brentano. 

Professor  Taussig  objected  to  this  theory  of  the 
Germans  that  it  led  to  reasoning  in  a  circle,  so  far  as 
general  wages  are  concerned.  Consumer's  income 
was  said  to  be  the  source  of  wages.  But  wages 
themselves  were  a  very  important  part,  probably  the 
most  important  part,  of  consumer's  income.  Conse- 
quently wages,  by  this  theory,  were  made  to  depend 
simply  on  wages.  The  theory  made  no  attempt,  and 
could  give  no  aid,  in  determining  how  much  of  con- 
sumer's income  was  wages.  Yet  this  was  the  precise 
problem  of  which  a  solution  was  sought.  Consum- 
er's income,  and  the  direction  in  which  it  is  spent,  is 
a  very  important  factor. — indeed,  is  the  important 
factor, — in  determining  the  wages  of  one  set  of  labor- 
ers as  compared  with  another.  It  determines  whether 
the  demand  for  labor  shall  be  in  one  direction  or  in 
another,  and  whether  particular  groups  of  laborers 
shall  get  high  or  low  wages.  But  it  has  no  effect 
in  making  the  general  range  of  wages  high  or  low. 
Some  German  economists  are  aware  of  this  difficulty 
in  their  theory  of  wages,  but  it  holds  its  place  never- 
theless in  their  books. 

In  conclusion,  it  was  suggested  that  the  real  source 
of  wages  was  to  be  found  in  the  recurring  supply  of 
finished  and  consumable  commodities  which  was 
being  constantly  produced  and  consumed.  All  hired 
laborers  got   their  share  of  these  commodities  and 
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their  real  wages,  by  having  money  turned  over  to 
them  by  capitalists  and  employers.  The  wages  fund 
doctrine  was  right  in  looking  at  the  advance  of  funds 
from  capitalists  to  laborers  as  the  first  step  in  the 
process  by  which  wages  were  determined.  It  needed 
to  be  corrected  and  supplemented  by  a  consideration 
of  the  causes  determining  the  supply  of  finished 
goods  on  which  the  laborers  spent  their  money  wages. 

Discussion. 

Professor  Bemis :  I  desire  to  say  just  a  few 
words.  The  writer  of  this  paper,  if  I  understood 
him  aright,  denied  that  a  general  rise  of  wages 
may  be  had  at  the  expense  of  the  consumer.  I  differ 
from  him,  because,  as  stated  in  his  paper,  there  are 
consumers  who  are  receivers  of  rent  and  profits  and 
pensions,  and  other  fixed  sources  of  income,  who 
are  not  themselves  wage- workers,  and  therefore 
some  of  the  burdens  of  an  increased  price  due  to  in- 
creased demands  of  the  workers  can  be  shifted  upon 
other  consumers  than  the  wage-earner. 

I  think  we  must  give  more  and  more  attention  to 
the  growth  of  a  large  income-receiving  class  who  are 
not  in  the  competitive  field,  but  are  possessors  of 
monopolies  of  one  kind  or  another.  They  are  also 
consumers,  and  the  wage-earning  class  gets  a  con- 
siderable rise  of  wages  through  the  increase  of  price, 
or  perhaps  more  unusually,  through  a  prevention, 
when  improvements  occur,  of  a  fall  in  price  of  arti- 
cles consumed  by  this  class.  This  is  especially  true 
where  the  consumption  is  general,  as  the  use  of 
houses.  Undoubtedly  some  of  our  recent  rise  in 
wages,  or  shortening  in  the  labor  day  in  the  building 
trades,  has  come  out  of  that  class  who  have  recently 
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built  houses  for  their  own  use,  but  whose  regular  in- 
come is  from  rent  or  interest  or  profits. 

In  criticising,  as  Professor  Taussig  has  so  well 
done,  past  theories  of  wages,  it  is  of  course  necessary 
to  have  one's  own  theory.  I  may,  therefore,  be  per- 
mitted to  add  a  word  more,  though  not  so  directly 
connected  with  the  paper  just  read  : 

Rise  of  wages  may  come  out  of  monopoly  profits, 
as  on  street-car  lines,  just  as  a  tax  would  do.  This 
field  of  monopoly  profits  is  rapidly  extending  in  com- 
petitive business.  Wages  may  rise  at  the  expense  of 
profits  for  very  brief  or  very  long  periods.  Only  the 
latter  possibility  interests  us  now.  With  growth  of 
wealth  and  other  factors,  interests  and  profits  on  a 
given  capital  may  decline.  Any  further  increase 
that  does  not  come  out  of  the  consumer  or  out  of 
monopoly  profits,  or,  in  a  slight  degree,  in  long 
periods  of  time  out  of  general  profits,  must  come  from 
the  increase  of  the  product  in  some  form.  Increase 
of  wages  through  increase  of  product  may  come 
because  of  the  workman's  increase  in  efficiency,  but 
not  in  that  way  only,  as  so  many  suppose.  We  are 
sometimes  accustomed,  when  considering  the  eight- 
hour  day,  etc.,  to  speak  as  if  any  increase  in  the  re- 
wards of  the  workman  must  come  out  of  the  increase 
of  production  in  the  individual  workman;  and  we 
know  that  it  often  does  come  that  way,  or  in  the 
reverse  way,  to  wit:  the  increase  of  wages  coming 
first  may  lead  to  the  improvement  of  the  standard  of 
living,  or  as  Professor  Marshall  would  say,  the  stand- 
ard of  "life,"  and  that  in  turn  to  an  increase  of  per- 
sonal efficiency.  I  think,  however,  with  Mr.  Gunton 
and  many  others,  that  an  increased  demand  by  the 
workers  for  wages  may  result  in  putting  a  temporary 
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pressure  upon  the  employer,  which  may  induce  him 
to  perfect  and  utilize  improvements  in  machinery  and 
industrial  processes.  The  competition  between  one 
employer  and  another  does  that  all  the  time,  but  the 
upward  pressure  of  the  wage-worker  upon  the  em- 
ployer hastens  the  introduction  of  improved  prociesses 
and  with  those  come  greater  production  and  greater 
absolute  wages;  although  it  is  probably  true,  as  Pro- 
fessor Clark  pointed  out  in  a  valuable  paper  before 
our  American  Economic  Association  in  December, 
1888,  and  published  in  Volume  IV  of  its  proceedings, 
that  in  case  of  more  rapid  growth  of  capital  than  of 
labor,  the  wage- earner  gets  a  less  relative,  while 
securing  a  larger  absolute  share  of  the  product. 
When  we  compare  the  slowness  with  which  inven- 
tions are  introduced  when  wages  are  low  with  the 
rapidity  with  which  they  are  introduced  when  work- 
men demand  higher  wages,  we  can  see  how  the  de- 
mands of  the  wage-worker  can  sometimes  be  satisfied 
without  injury  to  anybody. 

It  also  seems  to  me  as  if  there  was  great  import- 
ance in  the  position  taken  by  General  Walker,  that 
the  general  development  of  society  leads  to  the  mak- 
ing common  of  industrial  processes  and  inventions 
after  the  lapse  of  the  life  of  the  patent,  and  other 
improvements  shortening  the  processes  of  industry, 
and  thus  improvements  create  truly  a  residual  pro- 
duct; but  I  cannot  see,  with  President  Walker,  that 
it  naturally  goes  to  wages  as  rent  goes  to  the  land- 
owner, but  rather  that  it  is  something  to  be  bargained 
for  between  the  various  factors  of  production,  the 
bargain  being  made  not  with  reference  to  the  present 
residual  })roduct,  which  must  go  to  profits,  it  seems  to 
me,  but  with  reference  to  a  future  residual  product. 
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The  wage-worker  of  to-day  bargains  with  the  em- 
ployer, regarding  his  share  in  a  future  residual  pro- 
duct to  be  created  by  the  improvements  and  processes 
constantly  going  on. 

Professor  Hadley  :  It  seems  to  me  that  no  small 
part  of  our  economic  misunderstandings  has  been  due 
to  the  failure  to  appreciate  the  distinction  between 
capital  and  capital  goods  in  the  way  which  Professor 
Clark  brought  it  out.  The  difference  between  Adam 
Smith  and  Ricardo  in  the  matter  of  the  wages-fund 
theory,  as  it  seems  to  me,  was  essentially  this,  that 
Adam  Smith  was  talking  about  capital,  and  Picardo 
about  capital  goods.  Adam  Smith's  definition  of 
capital  is,  that  part  of  a  mcuis  stock  which  he  ex- 
pects to  afford  him  revenue.  Ricardo  said.  Capital  is 
that  part  of  a  nation'' s  wealth  which  is  devoted  to 
future  production.  The  essential  feature  of  the 
wage-fund  theory  is  that  it  makes  wages  depend  on 
capital  goods,  as  distinct  from  capital;  and.  further, 
that  it  assumes  that  those  capital  goods  are  held  by 
the  capitalist,  and  are  coincident  with  capital  in  the 
true  sense.  By  distinguishing  capital  and  capital 
goods,  as  Professor  Clark  has  taught  us.  we  can  do 
much  to  separate  the  true  and  the  false  in  the  wage- 
fund  theory,  and  reconcile  views  which  are  appar- 
ently in  hopeless  conflict. 
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INTRODUCTION. 

The  question  of  proportional  versus  progressive 
taxation  has  not  been  settled  either  in  theory  or  in 
practice.  If  we  look  at  the  history  of  taxation  we 
find  repeated  attempts  made  to  introduce  the  pro- 
gressive principle,  from  the  early  legislation  of 
Solon  down  to  the  present  time.  And  if  we  confine 
ourselves  simply  to  the  nineteenth  century  we  see 
on  the  one  hand  indeed  that  the  general  sentiment 
in  many  places  is  in  favor  of  proportional  taxa- 
tion, but  on  the  other  hand  that  almost  every  country 
has  to  some  extent  introduced  the  progressive 
principle  into  its  actual  tax  system.  We  find  this 
not  only  in  monarchies  like  those  of  continental 
Europe,  but  in  democracies  like  those  of  America, 
Australia  and  Switzerland.  To  give  only  a  few 
instances:  we  find  a  progressive  income  tax  in 
Prussia  and  many  of  the  other  German  states,  in 
Sweden,  Denmark,  and  the  towns  of  Holland  and 
Belgium  as  well  as  in  Switzerland;  a  progressive 
rental  tax  in  France;  a  progressive  property  tax  in 
Switzerland,  Holland  and  Australia;  a  progressive 
inheritance  tax  in  England,  Switzerland,  Australia, 
Canada  and  elsewhere.  And  even  in  the  United 
States,  which  is  supposed  to  be  par  excellence  the 
home  of  proportional  taxation,  we  have  had  a  pro- 
gressive property  tax,  like  the  federalist  house  tax, 
and  some  decidedly  progressive   income   taxes,  both 
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national  and  local;  and  we  still  have  progressive 
income  taxes  and  progressive  taxes  on  the  receipts 
of  corporations,  while  the  introduction  of  the  pro- 
gressive principle  into  the  inheritance  tax  is  being 
earnestly  considered.  It  is  hence  idle  to  say  that 
proportional  taxation  is  the  universal  rule:  on  the 
contrary,  practice  seems  to  be  tending  more  and 
more  to  the  partial  or  complete  adoption  of  the  pro- 
gressive principle.  It  will  be  useful,  therefore,  to 
pass  in  review  not  only  the  facts  of  the  case,  but  the 
arguments  on  both  sides  in  order  to  ascertain  how, 
if  at  all,  final  harmony  may  be  secured.  And  this 
discussion  seems  all  the  more  necessary  because  no 
comprehensive  attempt  to  present  either  the  facts  or 
the  views  of  the  chief  representatives  of  the  different 
schools  has  ever  yet  been  made.' 

A  word  first  as  to  nomenclature.  In  one  sense  the 
distinction  between  proportional  and  progressive 
taxation  is  illogical,  for  progression  is  also  a  kind  of 
proportion.  In  the  one  case  the  tax  may  increase 
by  a  proportionate  increment  of  the  tax,  the  rate 
remaining  the  same;  in  the  other  case  the  tax  may 
increase  by  a  proportionate  increment  of  the  rate, 
the    rate    changing   pari  passu   with    the    amount. 

^There  is  one  essay  on  the  history  of  the  theory  by  Lehr,  "Krit- 
ische  Bemerkungen  zu  den  wichtigeren  fiir  und  wider  den  progress- 
iven  Steuerfuss  vorgebrachten  Griinde,"  in  Jahrb'ucUer  fur  Nation- 
alokonomie  und  Statistik,  vol.  29  (1877),  1  and  190.  But  Lehr'  •  essay 
is  very  confused  and  not  very  critical.  Moreover  it  is  composed 
chiefly  of  long  extracts  from  the  German  and  a  very  few  of  the 
French  authors,  almost  entirely  disregarding  all  other  countries. 
Finally  it  is  antiquated,  because  most  of  the  valuable  discussion  has 
taken  place  in  the  last  fifteen  years.— The  best  book  on  the  facts  is 
Neumann,  "Die  progrebsive  Einkommensteuer  im  Staats-  und 
Gemeinde-Haushalt"  (1874).  But  as  the  title  indicates,,  this  study 
is  confined  to  the  income  tax.     It,  also,  is  antiquated. 
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111  both  cases  we  have  a  proportion,  although  the 
results  of  the  proportion  are  very  different.  In  a 
certain  sense,  therefore,  the  distinction  ought  to  be 
drawn,  not  between  proportion  and  progression,  but 
between  two  kinds  of  proportion — regular  proportion 
and  progressive  proportion.  Again,  the  progression, 
if  we  adopt  the  term,  may  itself  be  either  propor- 
tional or  progressive,  a  proportional  progression 
being  an  increase  of  the  rate  at  an  arithmetical 
ratio,  a  progressive  progression  being  an  increase  at 
a  geometrical  ratio. 

But  passing  by  these  rather  subtle  objections  and 
accepting  the  commonly  received  distinction  as  suffi- 
ciently obvious  for  all  practical  purposes,  let  us  see 
what  is  really  meant  by  progressive  taxation. 

The  term  commonly  used  in  England  is  graduated 
taxation.  This  is  misleading.  If  a  tax  is  not  pro- 
portional but  graduated,  the  graduation  may  be 
either  upward  or  downward.  Proportional  taxation 
in  the  sense  accepted  means  the  same  rate  on  all 
quantities  of  the  thing  taxed,  whether  it  be  property 
or  income  or  anything  else;  graduated  taxation  may 
mean  that  the  rate  either  decreases  or  increases  as 
the  amount  of  property  or  income  increases.  When 
the  rate  increases  with  the  amount  of  the  income, 
for  instance,  we  have  progressive  taxation;  and  that 
is  what  the  English  writers  generally  mean  by 
graduated  taxation.  But  w^heii  the  rate  decreases 
as  the  income  increases,  the  tax  is  also  graduated. 
The  technical  term  for  such  taxation  is  i^egressive 
taxation — what  the  French  call  upside-down  pro- 
gressive taxation  {progression  a  rehours)}  Graduated 

^Buckingham,    "National  Evils  and  Practical  Remedies "  (18-19), 
338,  speaks  of  a  tax  being  "graduated  the  wrong  way." 
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taxation  in  the  wider  sense  thus  includes  both  pro- 
gressive and  regressive  taxation. 

Finally  there  is  a  third  method  possible.  The  tax 
rate  may  increase  up  to  a  certain  amount,  but  re- 
main constant  beyond  that  fixed  point.  There  may 
be  progression  up  to  a  definite  limit,  and  proportion 
thereafter.  The  usual  term  for  this  is  degressive 
taxation.^  The  proportional  rate  is  regarded  as  the 
normal  rate,  but  on  all  sums  counted  downward 
below  this  limit  the  tax  rate  gradually  diminishes. 
Degressive  taxation  is  also  graduated  taxation,  and 
one  of  its  most  common  forms. 

Whether  we  call  the  tax  progressive  or  degressive 
depends  entirely  on  the  point  from  which  we  count 
up  or  down;  for  even  in  progressive  taxes  the  pro- 
gression almost  universally  stops  at  a  certain  limit. 
The  highest  point  known  to  history  is  thirty-seven 
and  a  half  per  cent.  It  could  not  conceivably  exceed 
one  hundred  per  cent.  Nevertheless  from  one  point 
of  view  the  distinction  between  progression  and 
degression  is  tenable.  In  degression  the  ideal  is 
proportional  taxation,  although  a  concession  is  made, 
through  lower  rates  or  exemptions  or  abatements, 
to  the  poorest  classes  who  ought  theoretically  to  pay 
the  same  rate  but  who  are  deemed  to  be  unable  to 
do  so.  In  progression,  the  ideal  is  not  proportional 
taxation;  the  wealthier  classes  pay  higher  rates  be- 
cause according  to  the  theory  they  ought  to  assume 
a  more  than  proportional  burden.  In  progressive 
taxation  graduation  generally  begins  from  the  point 

'The  term  "progressional  tax,"  used  in  a  somewhat  similar  sense, 
is  due  to  Joseph  Gamier.  It  has  not  been  generally  adopted,  and 
does  not  mean  exactly  the  same  thing  as  a  degressive  tax.  It 
might  best  be  translated  as  a  moderate  and  limited  progressive 
tax,  as  we  shall  see  when  we  discuss  Gamier.     See  below  p.  123. 
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at  which  in  the  case  of  degressive  taxation  gradua- 
tion stops  and  proportion  begins.  Still  this  precise 
point  at  which  graduation  begins  is  somewhat  arbi- 
trary. What  one  person  would  call  degressive  taxa- 
tion another  would  call  progressive  taxation.  But 
while  degressive  and  progressive  tax-rates  have 
much  in  common,  and  are  really  two  different  ways 
of  expressing  what  is  essentially  the  same  idea, 
degressive  and  regressive  tax-rates  are,  in  one  sense. 
as  we  have  seen,  the  very  opposite  of  each  other.' 

The  terms  "progressive  tax"  or  "graduated  tax" 
are  also  used  in  another  way.  If  a  different  rate  is 
levied  on  different  kinds  (not  different  amounts)  of 
property  or  income,  we  speak  not  of  a  graduation  but 
of  a  differentiation  of  the  tax.  But  if  different  rates 
are  levied  on  inheritances  or  bequests  according  to  the 
degree  of  relationship  of  the  heir  or  successor,  the  tax 
is  sometimes  called  a  "graduated"  or  "progressive" 
tax.  In  ordinary  cases  progression  denotes  a  changed 
rate  for  altered  amounts;  in  this  case  it  denotes 
changed  rates  for  the  same  amounts  going  to  differ- 
ent persons.  In  the  remainder  of  this  monograph 
the  term  will  be  used  in  the  first  and  ordinary  sense. 

The  question  of  progressive  taxation  is  not  con- 
fined to  the  income  tax.  We  may  have,  and  often 
do  have,  progression  in  other  direct  taxes  like  the 
property  tax,  the  house  tax,  the   land   tax,  and  the 

^Ely,  "Taxation  in  American  States,"  77,  uses  the  term  "digres- 
sive," which  is  erroneous  and  unmeaning.  Moreover  his  explana- 
tion itself  is  inadequate.  We  have  degressive  taxes  not  only  when 
a  certain  amount  is  absolutely  exempted,  as  he  says,  but  also  when 
the  lower  amounts  below  a  moderate  limit  are  taxed  at  a  lower  rate. 
In  his  "Outlines  of  Economics"  (1893),  361,  Professor  Ely  revises 
the  nomenclature,  but  still  gives  the  erroneous  explanation.  The 
statement  of  Bastable,  "Public  Finance,"  292,  is  also  inexact. 
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inheritance  tax.  There  may  even  be  progression  in 
indirect  taxes,  in  the  sense  of  articles  of  luxury  being 
taxed  at  increasingly  greater  rates  than  articles  of 
comfort  or  necessity.'  But  the  discussion  has  been 
limited  almost  entirely  to  direct  taxation,  and  usually 
even  to  the  income  tax.  There  is  of  course  no  good  rea- 
son why  this  should  be  done.  In  the  following  discus- 
sion we  shall  treat  of  progression  in  general,  taking 
up  in  turn  the  history  and  actual  condition  of  pro- 
gressive taxation,  the  theory  of  progression  in  its 
historical  and  positive  aspects,  and  the  applicability 
of  progression  to  the  conditions  as  they  exist  in  the 
United  States  at  the  present  time. 

^In  a  very  ingenious  work  by  a  French  engineer,  Louis-Leger 
Vautiiier,  "De  1'  Impot  Progressif,  Etude  sur  1'  Application  de  ce 
Mode  de  Prelevement  a  un  Impot  quelconque"  (1851),  an  attempt  is 
made  to  show  how  the  progressive  principle  may  be  logically  and 
"arithmetically"  applied  to  any  kind  of  tax.  Seeesp.  chap.  6,  and 
the  formulas  pp.  87-91. 


THE  HISTORY  OF  PROGRESSIVE  TAXATION. 

The  earliest  example  of  progressive  taxation  of 
which  we  have  any  knowledge  is  found,  in  Athens. 
The  facts  are,  however,  not  entirely  beyond  dispute. 
The  direct  tax  (eia-cpopd)  as  levied  in  the  time  of  Solon 
(B.  C.  596)  was  a  tax  on  property  chiefly  in  the  form 
of  land,  and  was  levied  on  the  basis  of  the  produce.' 
The  population  was  divided  into  four  classes  (rtMwarct), 
as  follows: 

1.  The  Pentakosiomedim7ii,  or  those  whose  product 
was  valued  at  five  hundred  measures  of  dry  products 
{laedimnns)  or  liquid  products  [metrete). 

2.  The  Knights  {iTnr^s),  or  those  who  produced  three 
hundred  measures  and  could  support  a  horse. 

3.  The  Zeugitae,  or  owners  of  a  yoke  of  cattle, 
who  produced  two  hundred  (or,  according  to  others, 
one  hundred  and  fifty)  measures. 

4.  The  Thetes,  who  produced  less  than  the  above. 

Solon's  design  seems  to  have  been  to  estimate  the 
net  produce  of  land  at  one-twelfth  of  the  property. 
Reckoning  a  measure  of  produce  as  worth  one 
drachma  (about  174^  cents),  the  property  of  a,  i^enfa- 
kosiomedimnus  was  assessed  at  a  talent,  i.  e.,  twelve' 
times  600  measures  or  6,000  drachmas.  According 
to  the  same  calculation  the  value  of  a  Knight's  prop- 

'Boeckh,  "Public  Economy  of  the  Athenians,"  hook  iv,  chap.  5 
(pp.  639-(565  of  the  American  edition). 
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erty  should  have  been  fixed  -at  twelve  times  300 
measures  or  3,000  drachmas,  and  that  of  the  next 
class  at  twelve  times  150  measures  or  1,800  drachmas. 
But  the  progressive  (or  degressive)  principle  was 
introduced  by  assessing  the  property  of  the  Knights  at 
only  3,000  drachmas,  and  that  of  the  Zeugitae  at  only 
1,000  drachmas,  while  the  lowest  class  was  entirely 
exempted  from  taxation.  In  other  words,  instead  of 
changing  the  rate  of  the  tax,  a  change  was  made  in 
the  assessable  portion  of  the  property.  The  highest 
class  was  assessed  at  the  full  valuation  of  the  prop- 
erty; in  the  second  class  the  appraised  valuation  was 
fixed  at  five-sixths  of  the  value  of  the  property;  while 
in  the  third  class  only  five-ninths  of  the  property  was 
assessed.  The  rate  remained  the  same,  but  the  ratable 
valuation  changed.  The  tax,  therefore,  was  gradu- 
ated. 

The  next  account  of  the  tax  that  has  come  down 
to  us  is  during  the  archonship  of  Nausinicus  (B.  C. 
380),  although  the  tax  may  have  been  levied  occa- 
sionally in  the  interval.  By  this  time  the  prop- 
erty assessed  included  not  only  real  estate  but  per- 
sonalty. There  were  still  four  classes,  but  with  no 
exemption  for  the  lowest  class  and  with  a  gradua- 
tion in  the  tax.  While  there  is  some  doubt  as  to  the 
exact  figures,  it  seems  probable  that  the  tax  was  now 
a  progressive  income  tax.  The  rate  was  one  per 
cent  on  the  lowest  class  composed  of  all  those  with 
,  an  income  below  25  minas  (about  $427);  five  per  cent 
on  the  second  class,  with  incomes  from  25  to  50 
minas;  ten  per  cent  on  the  third  class,  with  incomes 
from  50  to  100  minas;  and  twenty  per  cent  on  the 
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fourth  class,  with  incomes  above   100  minas.'     We 
possess  no  further  details  of  its  workings. 

In  Rome,  during  the  republic  as  well  as  the  empire, 
nothing  is  known  of  any  form  of  progression. 
Direct  taxation  played  a  very  small  role  in  the 
fiscal  economy,-  and  there  is  no  evidence  to  show 
that  a  graduation  of  the  tax  was  ever  attempted. 
We  must  remember  that  in  Greece,  as  well  as  in 
Rome,  direct  taxes  were  levied  only  as  a  last  resort 
and  in  the  most  extraordinary  exigencies. 

With  the  growth  of  direct  taxation  in  the  middle 
ages  we  find  several  examples  of  progression.  This 
was  due  in  great  part  to  the  growth  of  the  demo- 
cratic spirit.  It  is  thus  natural  that  the  principal 
mediaeval  progressive  taxes  originated  and  developed 
in  the  towns  and  communes  where  the  democratic 
spirit  asserted  itself  most  vigorously.  It  is  true, 
indeed,  that  there  are  a  few  isolated  examples  of  a 
progressive  scale  in  the  general  state  taxes.  But 
these  were,  in  the  main,  class  taxes  or  classified  poll 
taxes,  where  the  upper  classes  were  made  to  bear  the 
higher  charges  on  the  humanitarian  principle  of  "le 
fort  portant   le   faible,"   as    it    is    expressed    in    the 

^ This  is  the  explanation  given  by  Rodbertus,  "Untersuchungen 
zur  Geschichte  der  romischen  Tributsteuer  seit  Augustus,"  in  Hil- 
debrand's  JahrbucJier  fur  National- Oekonomie  iind  Statistik.  Band 
viii  (1867),  453  et  seq.  Although  the  figures  are  somewhat  arbi- 
trary, his  explanation  is  far  preferable  to  the  very  involved  inter- 
pretation of  Boeckh,  who  calls  the  tax  "not  a  pure  income  tax, 
but,  as  it  were,  composed  of  a  property  and  income  tax,"  without 
clearly  explaining  the  connection.  "Public  Economy  of  the 
Athenians,"  669.  Parieu,  "Traite  des  Impots,"  i,  416,  who  gives 
aft  account  of  this  tax  based  on  Boeckh's  explanation,  wrote 
before  Rodbertus  had  puljlished  his  investigations. 

-See  my  article  "The  General  Property  Tax,"  in  Political  Science 
Quarterly,  vol.  v  (1890),  43-46. 
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French  and  English  laws,  or  as  the  Latin  ordinance 
of  1367  reads,  "ita  quod  pauperes  per  divites  suppor- 
tentur."  In  France  we  find  this  especially  in  the 
case  of  the  fouages.  A  fouage  was  a  tax  or  iaille 
assessed  on  the  feux  or  hearths,  feu  meaning  a  family 
or  number  of  persons  living  under  the  same  roof.  A 
survival  of  this  is  the  Sicilian  focatico  which  has 
been  creating  so  much  disorder  during  the  past  few 
months.  The  tax  was  originally  so  much  per  feu  or 
family.  But  this  became  manifestly  unjust  as  the 
property  of  the  different  families  began  to  vary  con- 
siderably. Thus  the  custom  arose  of  levying  the 
tax  at  different  rates.  Not  only  were  the  townsmen 
assessed  at  a  higher  sum  than  the  peasants,  but 
the  rate  levied  on  different  individuals  was  graded. 
Unfortunately  the  assessors  generally  inverted  the 
legal  principle  and  made  the  poor  pay  higher  rates 
than  the  rich.^ 

Based  partly  on  these  French  laws  were  the 
English  graduated  poll  tax  of  1379  (in  which  the 
tax  ranged  from  4rf.  to  £6,  13s.  4d.),  and  the  poll  tax 
of  1380  (which  ranged  from  2d.  to  20s).-  The  rates 
of  the  tax  of  1379  were  repeated  in  1513,  and  slightly 
increased  in  1614;"  while  the  same  principle  was 
applied  at  occasional  intervals  during  the  seventeenth 
century,^  the  last  instance  of  the  classified  poll  tax 
being  in  1698.  In  practice,  however,  the  poll  taxes 
were  levied  chiefly  on  the  poor.  They  never  became 
a  part  of  the  regular  revenue  in  England,  as  they 
did  in  France. 

iClamageran,  "Histoire  de  I'Impot  en  France"  (1867),  i,  402. 
-Dowell,  "A  History  of  Taxation  and  Taxes   in   England,"  2nd, 
ed.  (1888),  i,  9-4. 
'Ibid  ,  i,  129,  161. 
*In  1660,  1666,  1677  and  1689-1698.     Ibid.,  ii,  29,  45. 
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In  the  meditBval  property  and  income  taxes,  the 
progressive  scale  is  likewise  occasionally  found. 
Thus  the  French  cinquantieme,  or  fiftieth,  of  1295  was 
in  part  graduated.  It  was  a  combination  of  a  prop- 
erty and  an  income  tax.  All  persons  having  less 
than  one  hundred  sols  property  paid  a  tax  on  their 
income  from  wages.  On  yearly  wages  the  tax  was 
a  day's  wage  or  one  three  hundred  and  sixty-fifth; 
on  monthly  or  daily  wages,  the  tax  was  fixed  at  six 
deniers.  On  property  up  to  ten  livres  the  rate  of  the 
tax  was  one-half  of  one  per  cent;  from  ten  to  one 
thousand  livres  the  rate  was  two  per  cent,  or  a 
fiftieth  (whence  the  name);  while  above  one  thousand 
livres  the  tax  was  fixed  at  twenty  livres.'  It  was 
thus  a  somewhat  singular  combination  of  degressive, 
proportional  and  fixed  taxation.  The  tax  was  again 
levied  in  1297  and  1301. 

In  England  we  find  a  few  isolated  examples  of 
such  property  and  income  taxes.  Thus  in  1435  a 
graduated  income  tax  was  levied  in  three  classes, 
the  rates  being  6d.,  8f7.  and  2s.  in  the  pound  respect- 
ively, according  as  the  yearly  income  was  below 
£100,  between  £100  and  £400,  or  above  £400.  In- 
comes below  £5  Avere  exempt.  That  is,  the  rates 
were  two  and  a  half  per  cent,  three  and  a  third  per 
cent,  and  ten  per  cent."  In  1449-1450  the  tax  was 
repeated,  with  slight  changes,  the  rates  now  being 
two  and  a  half  per  cent,  five  per  cent,  and  ten  per 
cent,  with  the  limit  of  exemption  reduced  to  £1." 

In  the  mediseval  German  empire  progressive  gen- 
eral property  taxes  are  also  occasionally  found,  as  in 

^Clamageran,  "Histoire  de  I'lmpot  en  France,"  i,  314. 
-Dowell,  op.  cit.,  i,  113. 
""Ibid.,  i,  116. 
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the  case  of  the  Reichsabschied  of  1512,  when  a  pro- 
gressive tax  was  imposed  in  order  that  "the  poor 
should  not  be  so  grievously  burdened/'^ 

On  the  other  hand,  the  general  state  taxes  were 
sometimes  regressive,  not  progressive.  Thus  the 
French  ordinance  of  1356  provided  for  a  subsidy 
on  incomes  from  real  estate,  salaries  and  mortgages. 
The  rate  was  for  all  revenues  above  100  livres,  four 
livres  for  the  first  100  and  two  livres  for  each  succeed- 
ing 100  francs;  between  40  and  100,  two  livres; 
between  one  and  ten  livres,  one  livre.-  That  is  to 
say,  if  we  take  the  lower  figures  in  each  class  the 
rate  would  be  ten  per  cent  for  10  livres,  five  per  cent 
for  40  livres,  four  per  cent  for  100  livres,  and  two 
per  cent  above  100  livres.  Moreover  the  richer 
classes  were  exempt  on  all  income  above  1,000  or 
5,000  livres,  according  as  they  were  composed  of 
non-nobles  or  nobles.  So  again  in  the  next  year  a 
similar  subsidy  was  granted  with  a  rate  of  four 
per  cent  on  revenues  up  to  100  francs,  and  two  per 
cent  on  revenues  exceeding  that  amount.  So  also 
in  England  Henry  VIII  levied  an  income  tax  on  the 
regressive  principle.  Incomes  were  divided  into  four 
classes,  £1-5,  5-10,  10-20  and  over  £20.  The  rates 
were  in  the  case  of  movables  4(?.,  8d.,  Is.  Ad.  and  2s. 
respectively;  in  the  case  of  immovables  Sd.,  Is.  Ad., 
2s.  and  3s.  respectively.'' 

Progressive  taxation  was  thus  by  no  means  a 
distinguishing    feature    of    general   state    taxation. 

^"Damit  der  Arme  nicht  so  hochbeschwert  und  dem  Reichen 
audi  aufgesetzt  werde,  das  er  tragen  moge,"  Judeich,  "Die  Ren- 
tensteuer  im  Konigreiche  Sachsen"  (1857),  6. 

^Clamageran,  op.  cit. ,  i,  368. 

^Ibid.,  i,  367. 

•♦Vocke,  "Geschichte  der  Steuern  des  britiechen  Reicbs"  (1860), 
510.     Dowell  does  not  mention  tbis  tax  at  alb 
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Political  and  economic  relations  were  dominated  by 
the  feudal  systemi,  and  the  feudal  system  was  essen- 
tially aristocratic  in  its  nature.  The  financial  con- 
ditions, as  a  reflex  of  the  economic  situation,  neces- 
sarily had  an  aristocratic  imprint. 

In  the  communes  and  towns  on  the  other  hand 
there  was  more  play  for  the  democratic  movement. 
At  first  when  property  was  fairly  equal,  the  ideal  of 
justice  seemed  to  be  a  proportional  general  property 
tax,  which  is  found  almost  universally  in  England 
as  well  as  on  the  continent,  whenever  resort  was 
made  to  extraordinary  sources  of  revenue.^  In  sev- 
eral towns,  however,  a  little  deeper  analysis  was  made 
of  the  underlying  principle,  and  the  general  property 
tax  was  up  to  a  certain  point  regressive,  not  progres- 
sive. The  explanation  is  not  difficult.  Individual 
faculty  or  ability  to  pay  taxes  was  supposed  to  be  in 
some  manner  fixed  by  individual  income.  Income 
from  property  is  one  kind  of  income — funded  income 
as  it  is  called  in  modern  times.  But  income  from 
labor — or  unfunded  income — was  also  deemed  to  con- 
stitute a  portion  of  taxable  faculty.  Many  towns 
hence  added  to  the  general  property  tax  a  tax  on  the 
income  from  labor.  That,  as  we  know,  was  the  method 
transplanted  from  Europe  to  the  New  England  colo- 
nies. But  other  towns  sought  to  attain  the  same 
result  in  another  w-ay.  It  was  assumed — and  under 
the  conditions  of  the  time  the  assumption  was  roughly 
accurate — that  the  smaller  the  income  from  property 
the  greater  the  income  from  labor,  or  in  other  words 
that  the  minor  burghers  who  worked  for  their  living 
had  litttle,  if  any,  property;  and  that  up  to  a  certain 
point  the  more  property  a  man  had  the  less  he  would 

'See  my  article,  "The  General  Property  Tax,"  in  Political  Science 
Quarterly,  vol.  v  (1890),  47-52. 
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be  apt  to  resort  to  manual  labor.  Hence,  in  the 
absence  of  an  income  tax,  it  would  be  necessary  to 
assess  the  smaller  property  at  a  slightly  higher  rate 
than  the  larger  property;  for  the  higher  rate  on  the 
smaller  property  would  represent  a  property  tax  plus 
a  labor-income  tax,  while  in  the  case  of  the  larger 
property  the  rate  would  represent  simply  a  property 
tax.  In  this  way  it  was  thought  that  a  rough  pro- 
portion would  be  attained. 

The  best  example  of  this  method  of  taxation  is 
found  in  the  mediaeval  German  towns.  Thus  in 
Basel,  whose  financial  history  has  been  elaborately 
investigated,  we  find  that  the  extraordinary  property 
taxes  were  levied  on  this  principle.  In  1429,  for 
instance,  a  tax  was  assessed  at  the  general  rate  of 
two  per  cent  on  the  highest  member  of  each  class. 
But  on  all  property  below  two  thousand  gulden,  the 
tax  Avas  divided  into  ten  classes,  the  rate  rising  in 
each  inferior  class  until  in  the  lowest  class  (ten 
gulden  and  below)  the  tax  was  fixed  at  such  an 
amount  that  the  rate  exceeded  seventeen  per  cent 
on  the  ten  gulden.^     Of  the  2,536  tax  payers  only 

^The  law  fixed  not  the  rates,  but  the  lump  sums  payable  on  each 
class  of  property  assessed.  The  rate  would  thus  differ  according 
as  the  property  was  at  the  bottom  or  the  top  of  the  class.  The  fol- 
lowing table  will  show  the  rates: 

Gulden.  Per  cent. 

1         0-       10  lOOU     -17.1 

•2       10-      50 45     -10 

3  50-     100 14.7-  7  5 

4  100-     150   ,.       9.9-  6.(i 

5  150-    300 13.2-  6. G 

(i    300-    500 8.3-5 

7  500-    750 5.9-  4 

8  750-1000 4  6-3.5 

9  1000-  1500 3.9-  2  H 

10  1500-  20C0 2.9-  2.2 

11  2000-  2500 2.4-2 

Cf.  Schonberg,  "Finanzverhaltnisse  der  Stadt  Basel  im  xiv.  und 
XV.  .Jahrhundert"  (1879),  175. 
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126,  or  live  per  cent,  possessed  property  over  2,000 
gulden,  although  they  paid  82  per  cent  of  the  tax; 
while  the  tax  payers  in  the  two  lowest  classes,  48.9 
per  cent  of  the  total  number,  paid  only  10.8  per  cent 
of  the  tax.  Again  in  1451  the  rate  of  the  property 
tax  was  one  per  cent  for  the  first  100  gulden  and 
one-half  of  one  per  cent  for  every  successive  100 
gulden,  thus  constituting  a  slightly  regressive  tax.^ 
It  will  not  be  necessary  to  go  into  the  details  of  the 
other  instances,  as  the  principle  was  about  the  same. 
In  many  of  the  mediseval  towns  this  originally 
democratic  character  was  modified  by  aristocratic 
and  feudal  influences;  and  even  the  ostensible  pro- 
portionality of  taxation  frequently  became  a  real 
inequality,  pressing  more  heavily  on  the  poorer 
classes.  This  was  probably  true  in  the  great  mass 
of  cases.  We  know  that  it  was  the  case  in  the 
German  towns,-  as  well  as  in  the  French  communes. 
In  the  latter  instance  this  was  due  not  only  to  the 
natural  proclivities  of  the  assessors,  but  also  to  the 
frequent  purchases  of  exemption  from  taxation.  And 
when  the  history  of  English  local  finance  comes  to 
be  written,  the  same  will  probably  be  found  to  be 
the  case  there.  In  the  provincial  income  taxes  in 
France  during  the  sixteenth  century  it  was  even 
provided  that  no  one  could  be  held  to  pay  more  than 
a  definite  sum,  no  matter  how  great  his  fortune.  In 
Lille  this  limit  was  fixed  at  one  thousand  florins. 
The  wealthier  the  tax  payer,  the  lower  the  rate  of 
the  tax.^ 

^Schonberg,  "Finanzverhiiltnisse  der  Stadt  Basel  im  xiv.  und  xv. 
Jahrhundert,"  284. 

-Zeumer,  "Die  deutschen  Stadtesteuern  im  xii.  und  xiii.  Jahr- 
hundert" (1878),  90,  91. 

■Houdoy,  "L'Impot  sur  le  Revenu  au  xvi.  siecle.  I-es  Ktats  do 
Lille  et  le  Due  d'  Albe  "  (1873),  chap,  iii,  345. 
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In  some  places,  however,  where  the  differences  of 
wealth  became  very  great  the  democratic  spirit 
asserted  itself  at  times  more  vigorously.  This  is 
especially  true  of  the  Italian  republics  at  the  period 
of  their  great  commercial  prosperity,  when  the  con- 
ditions of  the  towns  resembled  those  of  modern 
times  more  closely  than  at  any  other  period  or  in 
any  other  country.  The  Italian  cities,  and  especially 
Florence,  are  therefore  the  chief  examples  of  actual 
progressive  taxation  in  the  middle  ages. 

In    Florence,    as    in    the    other    mediaeval    towns, 

the  general  property  tax  was  employed  whenever  it 

became  necessary  to  secure  extraordinary  revenues. 

The  original  property  tax  or  estimo  was  supplanted 

in    1427  by  the  catasto,  which    was    a   tax    on   the 

capitalized    value    of    incomes    from    movables    as 

well  as  immovables.     The  capitalization  was  made 

at   different    rates.     This  is  not  the  place  to  trace 

the  various  steps  in  the  development  which  finally 

led    to    the    institution    of    the    decima    or    tenth, 

a  tax  on  the  income  from  immovables    only.     What 

interests  us  here   is    not   the    fortune  of  the  general 

property  tax,^  but  the  application  of  the  progressive 

principle,  under  the  general  name  of   scala.     One   of 

the  chief  reasons  for  the  introduction  of  progression 

was  the  evasion  of  the  proportional  tax  on  personalty 

by  the  wealthy.     It  "was  hoped  in    this  way  to  make 

the  rich  pay  at  all  events  their  share  of   the  burden, 

and  thus  in  some    sort   to   re-establish   the    balance. 

^A  history  of  the  Florentine  tax  will  be  found  in  G.  Canestrini, 
"La  Scienza  e  I'Arte  di  Stato,  desunta  dagli  Atti  offieiali  della 
Repubblica  Fiorentina  e  dei  Medici.  Ordinamenti  Ecoaomici, 
Della  Finanza.  Parte  I,  L'Imposta  sulla  Ricchezza  Mobile  e 
Immobile."     Firenze  (1862). 
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The  Medici,  of  course,  eagerly  seized  upon  this 
democratic  reasoning  and  converted  the  graduated 
tax  into  an  engine  for  ruining  their  wealthy  rivals. 
But  what  was  begun  by  the  Medici  was  continued  l)y 
the  democratic  government  which  supplanted  them. 

The  progressive  rate  was  first  applied  to  the 
general  property  tax  or  catasto  in  1443.  The  tax 
was  known  as  the  graziosa  or  ''gracious  tax," 
because  so  favorable  to  the  lower  classes  who  had 
hitherto  borne  the  chief  burden  of  the  tax.  The 
''gracious  tax''  divided  the  tax  payers  into  fourteen 
classes,  the  rate  varying  from  four  to  thirty-three 
and  a  third  per  cent  of  the  income,  which  was  then 
capitalized.^  To  this  was  added  a  poll  tax,  likewise 
in  fourteen  classes,  varying  from  one  to  eighty  soldi. 
In  1447  the  second  progressive  tax  was  levied.  The 
number  of  classes  remained  the  same,  but  the  tax 
was  now  levied  only  on  income  and  the  rates  now 
varied  from  eight  to  fifty  per  cent.  This  was  known 
as  the  decina  dispiacente  or  "displeasing  tax,''" 
and  continued  at  these  rates  for  several  years. 

In  14S0  the  scala  or  progressive  rate  was  applied 
not  to  the  general  property  or  income  tax,  but  to  the 
new  tax  on  income  from  immovables  only.     There 

^The  six  classes  up  to  300  florins  were  graded  by  differences  of 
50  florins;  from  300  to  700  florins  tlie  steps  were  100  florins;  then 
came  tliree  additional  classes  with  steps  of  300,  200  and  300  florins 
respectively,  until  the  final  class  included  revenues  of  1500  florins 
and  over. — Canestrini,  op.  cit.,  217. 

"It  was  called  decina  because  assessed  by  ten  oSicers.  The  dis- 
tinction between  a  piacente  and  dispiacente  was  as  follows  :  Old 
assessment  rolls  were  often  brought  into  requisition.  When  the 
assessor  selected  the  highest  roll,  the  tax  was  "displeasing." 
When  the  choice  was  left  to  the  tax  payer,  it  was  "pleasing." 
Ihid.,  186. 
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were  now  nine  classes  with  rates  from  seven  to 
twenty-two  per  cent,  and  there  was  joined  to  this 
a  graduated  poll  tax.  Henceforth  the  progressive 
rate  was  generally  applied  to  all  the  extraordinary 
direct  taxes,  whatever  their  name  or  form.  Some- 
times it  was  applied  to  the  catasto  or  capitalized 
general  income  tax,  sometimes  and  more  frequently 
to  the  decima  or  income  tax  on  realty,  sometimes  to 
both  the  catasto  and  the  decima  when  they  were 
levied  simultaneously.  All  kinds  of  combinations 
were  made.  At  times  the  rates  were  definitely  fixed 
according  to  what  was  called  the  regola  or  norma; 
at  other  times  the  whole  matter  was  left  to  the 
discretion  of  the  assessors  and  hence  known  as 
Varbitrio.  In  the  intervals  between  the  ofiicial 
valuations  of  the  catasto,  the  old  lists  were  often 
taken  out  and  the  individual  assessments  arbitrarily 
increased  or  decreased.  The  tax  was  then  known 
respectively  as  Vaggravo  or  lo  sgravo.^  Sometimes 
the  rate  of  progression  was  high,  sometimes  it  was 
low,  according  as  the  whole  scale,  a  half  scale,  or 
a  third  of  a  scale  was  adopted. 

The  history  of  the  Florentine  decima  scalata  has 
been  made  use  of  as  a  warning  example  of  the  inher- 
ent evils  of  progressive  taxation.  It  can  certainly 
not  be  denied  that  the  results  were  disastrous,  that 
individuals  were  frequently  reduced  to  beggarj^,  and 
that  forced  sales  of  property  to  pay  the  taxes  were 
of  common  occurrence,  notwithstanding  the  fact  that 
as  in  all  early  times  the  direct  taxes  were  regarded 
as  compulsory  loans  to  the  government,  and  that  the 
tax  payers  were  inscribed  to  the  extent  of  the  taxes 
as  creditors  of  the  state.  M.  Leon  Say  especially 
waxes  eloquent  over  the  abuses  of  the  progressive 

^Op.  cit.,  185. 
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system.'  But  he  forgets  to  inform  us  that  the  au- 
thority from  whom  he  takes  all  his  facts  expressly 
states  that  the  fault  lay  not  so  much  in  the  gradua- 
tion, as  in  the  frequency  and  enormous  extent  of  the 
tax.-  Although  Canestrini  himself  does  not  favor 
progressive  taxation,  he  is  fair-minded  enough  to  say 
that  we  must  distinguish  between  the  progressive 
tax  under  modern  conditions  and  the  abuse  of  the 
principle  by  the  Medici  in  mediaeval  Florence.^  In 
fact  we  may  go  further  and  say  that  the  real  source 
of  the  trouble  was  not  the  fact  of  progression,  but 
the  utter  arbitrariness  in  the  whole  administration  of 
the  direct  tax.  It  was  the  discretion  left  to  the  offi- 
cials in  levying  the  direct  tax  on  personalty  and  on 
income  which  was  mainly  responsible  for  the  actual 
abuses.  It  is  perhaps  true  that  the  existence  of  the 
graduated  scale  rendered  it  somewhat  easier  for  the 
government  to  ruin  its  adversaries,  and  there  is  no 
doubt  that  the  rate  of  progression  was  at  times  ex- 
travagant. But  it  is  completely  erroneous  to  assume 
that  the  proportional  rate  denoted  certainty,  while 
the  progressive  rate  involved  uncertainty.  In  both 
cases  the  assessments  were  entirely  arbitrary;  and 
where  the  assessments  are  arbitrary  there  is  practi- 
cally nothing  to  choose  between  proportion  and  pro- 
gression.     The  evils  of  progressive  taxation  under 

^Leon  Say,  "La  Question  des  Impots,"  i  (1886),  chap.  4. 

-Canestrini,  (?p.  cit.,  204:  "Inoltre  vuolsi  notare  che  non  era  pre- 
cisamente  la  scala  o  la  progressione  dell'  imposta  che  atteriva  e 
rovinava  i  pi'u  ricche,  ma  bensi  la  soverchia  frequenza  e  la  intol- 
lerabile  enormezza  delle  imposte." 

^"11  perche  degli  economisti  dovrebbesi  distinguere  il  principio 
della  scala  e  la  sua  applicazione  nelle  condizioni  special!  della  Re- 
publica  fiorentina,  e  1'  abuso  del  principio  e  della  practica  di  essa 
per  opera  dei  Medici,  dalla  teorica  e  dalla  sua  attuazione  nelle  pre- 
senti  condizioni  sociali  e  politiche  degli  Stati."     Ibid. 
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the  late  Medici  were  no  worse  than  the  evils  of 
proportional  taxation  under  their  predecessors;  the 
abuses  of  progressive  taxation  in  Florence  were  not 
a  whit  more  glaring  than  the  abuses  of  proportional 
taxation  under  the  later  Roman  emperors. 

Even  after  the  expulsion  of  the  Medici  the  repub- 
lic, notwithstanding  the  reaction  of  the  first  few 
years,  soon  reintroduced  the  system  of  progressive 
taxes  under  the  stress  of  political  complications.  The 
scale  of  graduation  w^as  somewhat  reduced  and  some 
of  the  abuses  were  rectified.  We  find  the  scala  from 
1499  to  1506  and  again  during  the  troubles  of  1529. 
But  with  the  capitulation  of  Florence  in  the  next 
year  the  system  of  progressive  taxation  came  to  an 
end. 

During  the  seventeenth  century  we  hear  but  little 
of  progressive  taxation.  During  the  eighteenth  cen- 
tury, however,  the  instances  become  more  frequent, 
until  the  revolution  of  1789,  and  especially  that  of 
1848,  give  the  signal  for  a  far  more  wide-spread  ap- 
plication of  the  principle  during  the  present  cen- 
tury. In  the  first  half  of  the  eighteenth  century  there 
are  to  be  noted  a  few  examples  of  progressive  taxation 
levied  on  extraordinary  occasions.  Thus  in  Holland  a 
classified  income  tax  was  imposed  in  1748,  varying 
from  one  to  two  and  a  half  per  cent.^  So  in  1742  the 
Elector  Frederick  Augustus,  of  Saxony,  established 
a  progressive  general  income  tax,  in  six  classes,  with 
rates  varying  from  one  to  eight  per  cent.  The  tax 
was  so  arranged  that  each  increment  of  the  income 
paid  a  separate  rate  according  to  the  class  to  which 

^Parieu,  "  Histoire  des  Impots  gen^raux  sur  la  Propriete  et  le 
Revenu"  (1856),  88,  quoting  from  Engels,  "De  Geschiedenis  der 
Belastingen  in  Nederland." 
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that  increment  belonged.^  The  tax  lasted  until  1746, 
and  was  replaced  by  a  classified  poll  tax.  In  Geneva, 
on  the  other  hand,  where  the  extraordinary  property 
tax  of  1690  was  levied  on  the  progressive  principle, 
graduation  was  imposed  as  a  permanent  system  in 
the  iaxe  des  gardes,  which  was  first  levied  in  1709. 
The  rates  were  one-half  of  one  per  cent  for  the  first 
10,000  ecus,  one  per  cent  for  the  surplus.- 

During  the  eighteenth  century  the  principle  of  pro- 
gression was  applied  within  somewhat  narrow  limits 
to  other  taxes  besides  those  on  income.  Thus  the  tax 
on  inhabited  houses  in  England,  introduced  by  Lord 
North  in  1778,  provided  for  rates  of  6c/.  and  Is.  in  the 
pound  respectively,  according  as  the  annual  value  of 
the  house  was  below  or  above  £50.  In  1779  the  scale 
was  slightly  altered  and  the  tax  graduated  in  three 
classes  at  Qd.,  9d.  and  Is.  respectively.  Although 
the  three  classes  were  maintained  the  rates  were 
somewhat  changed  in  the  following  years,  and  in 
1808  they  were  fixed  at  Is.  M.,  2s.  3d.  and  2s.  lOd.  in 
the  pound  respectively.  Minor  alterations  were  made 
during  the  next  two  decades,  until  the  tax  itself  was 
repealed  in  1834.  When  the  tax  was  reimposed  in 
1850  it  was  no  longer  graduated  according  to  rental 
value  but  simply  classified  according  to  the  purpose 
for  which  the  building  was  used.^ 

^For  instance  an  income  over  25,000  thalers,  the  highest  class, 
would  pay  one  per  cent  for  the  first  1,000,  two  per  cent  for  the  next 
9,000,  three  per  cent  for  the  next  2,000,  four  per  cent  for  the  next 
3,000,  five  per  cent  for  the  next  5,000,  six  per  cent  for  the  next  5,000, 
and  eight  per  cent  for  the  remainder.  Judeich,  "Die  Renten- 
steuer  im  K5nigreiche  Sachsen,"  12. 

-Schanz,  "Die  Steuern  der  Schweiz  in  ihrer  Entwickelung  seit 
Beginn  des  19ten  Jahrhunderts,"  iv,  195,  196. 

"Dowell,  "History  of  Taxation  and  Taxes  in  England,"  iii,  178- 
192. 
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When  the  direct  income  taxes  in  France  were 
abolished  by  the  Revolution,  an  attempt  was  made 
in  1791  to  substitute  for  them  a  so-called  ''personal 
and  movables  tax,"  levied  in  great  part  on  the  basis 
of  house  rent.  The  rental  value  was  regarded  as  a 
rough  presumptive  index  of  the  occupier's  income,  on 
the  assumption  that  the  greater  the  income  the  smaller 
the  portion  devoted  to  house  rent.  In  order,  there- 
fore, to  attain  a  relatively  proportional  rate  on  the 
actual  income,  the  scale  of  the  rental  tax  was  made 
progressive.  The  rate  of  the  tax  was  the  same  in 
every  case — five  per  cent — but  the  houses  were 
divided  into  eighteen  classes.  In  the  lowest  class, 
with  a  rental  value  of  100  livres  or  less,  the  income 
was  assumed  to  be  twice  the  rental  value;  in  the 
next  class,  with  rental  value  to  500  livres,  the  income 
was  assumed  to  be  three  times  as  great:  and  so  on 
until  in  the  eighteenth  class,  comprising  rental  val- 
ues of  12,000  livres,  the  income  was  assumed  to  be 
twelve  and  a  half  times  as  great.  In  other  words, 
the  occupier  of  a  500  franc  apartment  paid  the  five 
per  cent  tax  on  2,000  francs:  the  occupier  of  a  12,000 
franc  apartment  paid  the  tax  on  150,000  francs.^ 

This  French  tax  served  in  part  as  the  model  of  the 
progressive  direct  tax  imposed  by  the  federal  govern- 
ment of  the  United  States  in  1798.  Secretary  Wol- 
cott's  plan  for  the  direct  tax  comprised  three  taxes: 
on  dwelling-houses,  on  slaves  and  on  lands.  He  pro- 
posed in  the  case  of  houses  a  progressive  tax  with  a 
fixed  tax  for  each  class  of  houses.-     Hamilton's  plan 

^Stourm,  "  Les  Finances  de  1'  Ancien  Regime  et  la  Revolution," 
i  (1886),  250. 

-Cf.  the  plan  in  "American  State  Papers,  Finance,"  i,  589.  Ham- 
ilton's plan  will  be  found  in  his  works  (Ford's  edition)  iii,  53.  The 
plan  actually  adopted  was  that  of  the  act  of  July  14th,  1798. 
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was  a  progressive  tax  graduated  according  to  the 
number  of  the  rooms.  The  plan  finally  adopted  was 
due  to  Gallatin,  who  suggested  a  progressive  tax  ac- 
cording to  market  value.  But  the  tax  differed  from 
the  French  tax  of  1791  in  that  the  progression  at- 
tached not  to  the  coefficient,  but  to  the  rate  itself. 
That  is,  the  houses  were  divided  into  eight  classes, 
the  upper  limit  of  each  class  below  the  eighth  being 
1,  3,  6,  10,  15,  20  and  80  thousand  dollars  rental 
value,  while  the  rate  of  the  tax  varied  from  two  to 
ten  per  mill  respectively.  This  was  the  only  pro- 
gressive tax  ever  levied  by  the  United  States  gov- 
ernment until  the  period  of  the  Civil  war. 

Although  the  scheme  of  progressive  taxation  in 
general  was  proposed  during  the  French  Revolution, 
not  only  by  communists  like  Baboeuf,  but  by  con- 
servative thinkers  and  statesmen  like  Cambon,  the 
plan  was  not  adopted  except  through  the  indirect 
method  of  the  rental-value  tax  just  mentioned.  For 
in  France  the  Revolution  itself  was  in  part  due  to  the 
opposition  to  the  direct  income  and  property  taxes  of 
the  ancien  regime.  In  the  other  continental  coun- 
tries, where  the  abuses  had  been  somewhat  less 
glaring,  we  notice  the  growth  of  a  tendency  toward 
the  adoption  of  the  progressive  principle.  Thus  in 
the  Helvetic  Republic  several  pamphlets  were  written 
in  favor  of  adopting  the  French  theories,^  and  the 
experiment  itself  was  actually  tried  in  1800,  although 
in  a  much  modified  form.  By  the  law  of  that  year 
salaries  were  taxed  at  one  per  cent  and  two  per  cent 
respectively,  according  to  their  amount.  Similar 
laws  were  adopted  in  the  cantons  of  Lucerne  and 
Schaffhausen.- 

^Cf.  the  details  in  Schanz,  "Die  Steuern   der  Schweiz  in  ihrer 
Entwickelung  seit  Beginn  des  19ten  Jahrhunderts,"  i,  9. 
Hbid.,  i,  111. 
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In  most  of  the  continental  countries,  however,  the 
occasional  high  progressive  taxes  of  this  period  were 
due  to  the  extraordinary  straits  in  which  the  govern- 
ments found  themselves.  Thus  in  Holland,  in  1796, 
the  progression  was  so  severe  as  to  become  almost  a 
confiscation.  The  rate  of  the  income  tax  varied  from 
three  per  cent  to  thirty-seven  and  a  half  per  cent. 
Although  this  lasted  only  a  year,  it  was  followed 
in  1798  by  a  progressive  tax,  ranging  from  four 
to  ten  per  cent;  in  1800,  from  two  to  seven  per 
cent;  and  in  1804,  from  one  to  twenty  per  cent.^ 
In  Austria  a  "class"  tax  was  imposed  in  1799, 
and  continued  with  a  few  changes  until  1830, 
dividing  incomes  into  twenty-three  classes,  with 
rates  varying  from  two  and  a  half  to  twenty 
per  cent.  In  Baden  the  produce  and  property  tax 
(Ericerbs-und  Vermugensteuer)  of  1808-1813  taxed 
the  incomes  at  rates  varying  from  one-half  of 
one  per  cent  to  six  per  cent;  while  in  Russia  the 
rate  of  the  extraordinary  property  tax  of  1812 
varied  from  three  to  five  per  cent.^ 

With  a  few  exceptions,  however,  the  principle  of 
progression  was  not  applied  to  the  regular  taxes 
during  the  first  half  of  the  nineteenth  century.  The 
one  important  exception  is  the  income  tax  in  Eng- 
land; but  even  here  the  principle  applied  was,  and  is, 
that  of  degression,  rather  than  of  progression.  That 
is  to  say,  the  normal  rate  is  the  proportional  rate, 
but  on  incomes  below  a  certain  small  amount  the 

^Cf.  E.  van  Voortliuijsen,  "De  directe  Belastingen  inzonderheid 
die  op  de  Inkomsten,  Eene  staatshuishoudkundige  Proeve"  (1848), 
ii,  193-227. 

-These  examples  may  be  found  in  Parieu,  "Histoire  des  Imj^ots 
generaux  sur  la  Propriete  et  le  Revenu,"  152-154.  Also  in  his 
"Traite  des  Impots,"  i,  442  et  seq. 
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rates  are  slightly  moderated.  The  plan  was  first 
introduced  by  Pitt  in  1798,  in  the  Triple  Assessment.' 
As  to  the  tax-payers  who  possessed  taxable  carriages, 
horses  or  men  servants,  the  assessment  of  the  pre- 
vious year,  if  under  £25,  was  increased  three  times; 
from  £25-30,  three  and  a  half  times;  from  £30-40, 
four  times;  from  £40-50,  four  and  a  half  times,  and 
over  £50  five  times.  As  to  those  paying  taxes  on 
inhabited  houses,  windows,  dogs,  clocks  or  watches, 
the  assessments  of  the  previous  year  were  altered 
or  diminished  as  follows: 

£1-2  i  12i-15 2^ 

2-3  i  15-20  8 

3-0  f  20-30 3^ 

5  -  7i 1  30-40  4 

71-10  U  40-50 4i 

10  -\2\ 2  over  50 5 

As  to  those  paying  taxes  on  lodgings  or  shops  the 
assessment  was  changed  as  follows: 

£  -  -  5  j\  12i-15  f 

5  -  7i i  15-20 1 

7+10  J-  20-25  li 

10  -12i i  25-30  U 

over  30  2 

The  total  payment  was  so  arranged  that  incomes 
under  £60  were  exempt,  incomes  from  £60-200  paid 
from  yi-Q  to  yY'  *•  ^-j  five- sixths  of  one  per  cent  to 
ten  per  cent,  while  all  incomes  over  £200  paid  ten 

^As  the  statements  of  Dowell,  "History,  etc.,"  ii,  220  and  iii,  87, 
are  very  incomplete  and  partly  inexact  the  ofBcial  figures  are  here 
given  as  contained  in  the  First  Report  from  the  Select  Committee 
on  the  Income  and  Property  Tax  (1852),  1-5,  and  in  the  act  itself. 
Statute  38  George  II,  chap.  16,  "The  Aid  and  Contribution  Act." 
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per  cent.^  Parents  of  four  to  seven,  eight  to  nine, 
and  ten  or  more  children  could  claim  ten,  fifteen  and 
twenty  per  cent  abatement  respectively. 

When  Pitt  introduced  his  general  income  tax  in 
1799,^  after  the  comparative  failure  of  the  Triple 
Assessment,  the  same  arrangement  was  retained  as 
to  the  total  exemption  of  £60,  as  well  as  to  the 
graduation  between  £60-200,  and  the  ten  per  cent 
rate  on  all  incomes  over  £200.  Minor  changes  were 
made  in  abatements  allowed  for  children.  When 
the  general  income  tax  was  repealed  and  the  system 
of  schedules  introduced  in  1803,  the  system  of 
graduation  was  somewhat  altered.^  £60  were  free 
as  before;  from  £60-70  the  rate  was  three  pence  in 
the  pound,  and  the  rate  increased  one  penny  for 
every  additional  ten  pounds  income,  until  £150  was 
reached,  above  which    the    rate   was    uniformly  one 

^The  exact  figures  were  as  follows: 
On  incomes  from 

£    60-  65  the  tax  was  not  to  exceed  jjo  o^  the  income. 
65-  70         "  "  "  tfV 

70-  75         "  "  "  yV 

75-  80        "  "  "  oV 

80-  85        "  "  "  sV         " 

and  so  on  to    100-105        "  "  "  ^^ 

105-110        "  "  "  aV 

110-115        "  "  "  3V        " 

and  so  on  to    150-155        "  "  "  ^V        " 

155-160        ''  "  "         yL 

160-165        "  "  "  Jg 

and  so  on  to  over  200        "  "  "         j'^ 

^"The  Tax  on  Property  and  Employments,"  39  George  III, 
chap.  13. 

^"An  Act  for  granting  a  Contribution  on  the  Profits  arising  from 
Property,  Professions,  Trades  and  Ofl[ices,"  43  George  III,  chap. 
122. 
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shilling  in  the  pound.  In  1805  one-quarter  was 
added  to  the  rates,  but  the  graduation  in  the  smaller 
incomes  still  proceeded  on  the  same  principle.  In 
180G,  when  the  rate  of  the  tax  was  fixed  at  ten  per 
cent,  the  limit  of  total  exemption  was  decreased 
from  £60  to  £50,  while  the  system  of  abatement  was 
so  changed  that  for  every  pound  income  below  £150 
one    shilling    tax    should    be    deducted.     Thus    at 

£50  the  charge  was  100s.  The  abatement  was  100s.  Tl)e  tax  was      Os. 


51 

52 

149 

150 


102s. 
104s. 
298s. 
300s. 


09s.      " 

.■)S 

98s.      " 

Os 

Is.      " 

297s 

Os.      " 

3008 

Moreover  the  abatements  were  limited  to  incomes 
from  labor,  and  the  allowance  for  children  was 
abolished,  because  of  the  frauds  practiced. 

The  tax  \vas  repealed  in  1816.  When  it  was  rein- 
troduced in  1842  the  system  of  graduation  was  not 
adopted,  but  all  incomes  below  £150  were  entirely 
exempted.  In  1853,  however,  the  principle  of  grad- 
uation was  again  applied,  but  in  a  simplified  form. 
The  limit  of  total  exemption  was  reduced  to  £100;  on 
incomes  from  £100-150  the  rate  was  5d.  in  the  pound; 
on  incomes  above  £150  it  was  Id.  In  1863  another 
change  was  made  by  which  the  rate  was  made  the 
same  on  all  incomes,  but  with  the  proviso  that  incomes 
below  a  certain  sum  should  be  absolutely  exempt,  while 
on  incomes  up  to  another  limit  a  definite  and  unchange- 
able amount  should  be  deducted.  This  principle  still 
exists  at  present,  although  the  figures  have  been 
slightly  altered.  Thus  in  1863  £100  were  exempt, 
while  on  incomes  between  £100-200  an  abatement  of 
£60  was  made.     In   1873  an  abatement  of  £80  was 
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allowed  on  incomes  from  £100  to  £300.  Finally  in 
1876  the  limit  of  absolute  exemption  was  again  raised 
to  £150,  while  on  incomes  between  £150-400  an  abate- 
ment of  £120  was  made.     This  is  the  present  system. 

In  England,  therefore,  the  principle  of  graduation 
has  been  applied  only  in  the  sense  of  a  degressive  tax. 
The  general  theory  is  that  of  proportional  taxation, 
but  a  slight  allowance  is  made  on  the  smallest 
incomes. 

Of  a  somewhat  different  character  are  the  progres- 
sive taxes  of  the  second  half  of  the  nineteenth  cen- 
tury in  continental  Europe,  America  and  Australia. 
Here  we  often  find  a  decided  progression  with  occa- 
sional marked  differences  between  the  higher  and  the 
lower  rates.  In  Germany  the  progressive  principle  has 
been  introduced  in  both  commonwealth  and  local 
finance.  The  most  important  instance  is  that  of  the 
Prussian  income  tax.  Originally  instituted  in  1820  as 
a  class  tax,  or  species  of  graduated  poll  tax,  it  was 
divided  in  1851  into  a  class  tax  and  a  classified  income 
tax.  This  latter  tax  was  so  arranged  that  the  lowest 
income  in  each  class  paid  a  rate  of  three  per  cent. 
In  1878  the  system  was  slightly  modified,  the  rate  in 
the  class  tax  varying  approximately  from  three- 
quarters  of  one  per  cent  to  two  and  a  half  per  cent, 
while  in  the  income  tax  the  maximum  was  still  three 
per  cent.  Finally,  in  1891  the  class  tax  was  abolished 
and  the  income  tax  was  made  somewhat  more  pro- 
gressive than  the  class  tax  had  been.  Incomes  below 
900  marks  are  exempt;  incomes  from  900-1050  marks 
pay  six  marks  tax,  i,  e.,  J5_2_  per  cent  of  the  mean. 
The  scale  is  then  so  fixed  that  the  rate  gradually 
rises  until  four  per  cent  is  reached  at  an  income  of 
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100,000  marks,  beyond  which  point  the  rate  remains 
the  same.^ 

While  a  few  of  the  smaller  German  common- 
wealths have  a  proportional  income  tax,  almost  all 
of  the  income  taxes  in  the  larger  states  are  arranged 
on  the  progressive  principle,  some,  as  in  Prussia,  with 
fixed  taxes  for  each  class  of  income,  others  with 
fixed  rates  for  each  class.  But  in  almost  every  case 
the  number  of  classes  is  large,  so  that  the  increase 
of  rate  is  very  gradual.-  In  Baden  the  progressive 
principle  is  applied  in  a  peculiar  way  through  what 
is  known  as  Steueranschldge,  or  taxable  valuations. 
For  each  class  of  assessed  income  only  a  certain  sum 
is  taxable,  the  amount  being  only  one-fifth  of  the 
lowest  assessed  income  in  the  first  class  (500-600 
marks)  and  gradually  increasing  until  when  the 
income  is  30,000  marks  the  total  assessed  income  is 
also  the  total  taxable  income.  The  rate,  as  fixed  every 
year  by  law,  is  then  levied  on  these  taxable  valua- 
tions.   This  system,  it  will  be  recognized,  is  the  same 


iFrom  M.  900  to 

1800  " 

■1500  " 

6500  " 

7500  " 

9000  " 

"  9500  " 

10500  " 

30500  " 

32000  " 

78000  " 


1800  the  tax  increases  3  marks  for  every  150 


4500 

6500 

7500 

9000 

9500 

10500 

30500 

32000 

78000 

100000 


5 

14 
16 
20 
24 
24 
30 
60 
80 
100 


300 

500 

500 

500 

500 

1000 

1000 

1500 

2000 

2000 


Above  1,000,000,  the  tax  increases  200  marks  for  each  5,000. 

Cf.  Handicdrterbuch  der  StaatswissenscJiaften,  iii,  70;  and  "Das  Ein- 
kommensteuergeeetz  vom  24  Juni,  1891,  zum  praktischen  Gebrauch 
bearbeitet,"  von  Kolisch,  Glogau  (1893). 

-Cf.  in  general  Handwdrierb-uch  der  Staatiwissenschaf ten,  in  (1892), 
82-100,  where  all  the  latest  details  are  given. 
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as  that  formerly  practiced  in  the  case  of  the  progres- 
sive direct  tax  in  Athens. 

In  order  to  bring  out  clearly  the  differences  in  the 
methods  of  graduation,  the  rates  for  the  three  im- 
portant commonwealths  which  possess  a  general 
income  tax  are  appended: 

BADEN. 

(Steueranschlag.) 
Valuation 

1600 


(Steueranschlag ) 
Income,  Marks.  Valuation. 

500-    600 100 

600-    700 125 

700-    800 150 

800-    900 175 

900-  1000 200 

1000-  1100 250 

1100-  1200 300 

and  so  on. 

2000-  2100 750 

2100-  2200 825 

and  so  on. 

3000-  3100 1500 


Income.  Marks. 

3100-  3200 

and  so  on. 

9900-10000 8400 

10000-10500 9000 

10500-11000 9500 

11500-12000 10000 

and  so  on. 

29500-30000 , 28500 

30000-31C00 30000 

31000-32000 31000 

and  so  on. 


PRUSSIA. 


Income,  Marks.  Tax. 

900-  1050 (3 

1050-1200 9 

1200-  1350 12 

1350-  1500 16 

1500-  1650 21 

1650-  1800 26 

1800-  2100 31 

2100-  2400 36 

2400-  2700 44 

2700-  .3000 52 

3000-  3300 00 

3300-  3600 70 

3600-  3900 80 

3900-  4200 92 


Income,  Marks.  Tax. 

4200-  4500 104 

4500-  5000 118 

5000-  5500 132 

5500-  6000 146 

6000-  6500 160 

6500-  7000 176 

7000-  7500 192 

7500-  8000 212 

8000-  8500 232 

8500-  9000 252 

9000-  9500  276 

9500-10500 300 

10500-11500 .330 

11500-12500 360 


and  so  on. 

Up  to    30,500  increase  of      30  for  every  1000  marks. 

32,000  "  "      60     "         •'      1500 

78,000  "  "      80     "         "      2000 

"      100,000     "  "  1000     "         "      2000 

From  100,000-105,000  marks  the  tax  is  4,000  marks. 

For  every  additional  5,000  marks  the  tax  is  200  marks  more. 
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SAXONY. 


Iiiconie,  Marks. 

300-  400... 

400-  500... 

500-  600.    . 

600-  700... 

700-  800... 

SCO-  950... 

950-  1100... 


Ta.\. 

0.5 
1 

•^ 

4 

6 

8  . 


nOO-  1250 11 

1250-  1400 14 

1400-1600 17 

1600-  1900 22 

1900-  2200 30 

2200-2500 38 

2500-2800 48 

2800-  3300 59 


Income,  Mark«.  Ti\x. 

3300-  3800 76 

3800-4300 94 

4300-  4800 114 

4800-  5400 130 

5400-  6300 162 

6300-  7200 189 

7200-  8400 216 

8400-  9600 252 

and  so  on. 

12000-14000 360 

and  80  on. 

30000-3.3000 900 

and  so  on. 

60000-65000 .1800 

and  so  on. 


The  principle  of  graduation  has  been  applied  in 
Germany  not  only  to  the  commonwealth,  but  also  to 
the  local  income  taxes.  In  Prussia,  for  example,  we 
find  such  local  taxes  graduated  from  less  than  one 
per  cent  to  ten  or  twelve  per  cent  of  the  income.* 

In  Austria  the  income  tax  is  partly  levied  on  the 
progressive  principle.  The  income  tax  dates  from 
1849,  but  has  been  somewhat  amended  several  times 
since,  especially  in  1868.  There  are  several  sched- 
ules, to  each -of  which  a  different  rate  of  progression 
is  applicable.  The  first  schedule  includes  incomes 
from  business  already  subjected  to  the  business  tax; 
the  second  schedule  comprises  other  incomes  from 
personal  exertions;  the  third  schedule  includes  in- 
comes from  loans,  etc.  In  the  first  schedule  the  tax 
was  originally  a  proportional  tax  of  five  per  cent, 


'^Cf.  the  details  for  each  town  during  the  seventies  in  Neumann, 
"Die  progressive  Einkommensteuer  im  Staats-  und  Gemeinde- 
Haushalt,"   114-125. 
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but  the  successive  amendments  imposed  additional 
increments  on  certain  classes,  while  adding  smaller 
increments  to  other  classes.  The  result  is  a  pro- 
gressive scale.  In  the  case  of  certain  associations 
and  corporations  falling  within  this  schedule  the 
progression  is  very  rapid,  ranging  from  two  and  a 
half  to  almost  ten  per  cent.  The  law  declares  that 
when  the  income  exceeds  300  gulden,  the  first  addi- 
tional thousand  gulden  shall  be  assessed  at  three- 
tenths  of  the  amount,  the  second  thousand  gulden  at 
five-tenths,  and  the  remainder  at  its  full  value. ^  In 
the  second  schedule  the  progressive  principle  was 
introduced  already  in  1849.  From  680-1,050  gulden 
(600-1,000,  old  standard)  the  rate  was  one  per  cent, 
then  rising  one  per  cent  for  each  1,050  (old  standard, 
1,000)  gulden  until  a  maximum  of  ten  per  cent  was 
reached.  Owing  to  certain  additions  (Zuschldge), 
which  varied  from  seventy  to  one  hundred  per  cent 
in  the  different  classes,  the  rates  are  to-day  somewhat 
different,   varying   from   one    and    seven-tenths  per 

iThus: 

Income,  .Assessment,  Tax  Rate,  Tax,  Jlate  of  Income, 

Gulden.  Gulden.  per  cent.  Gulden.  per  cent. 

1000... 300 8.5 25.5 2.55 

2000 800 10  80  4 

3000 1800 10  180  6 

4000 2800 10  280  7 

6000 4800 10  480  8 

8000 6800 10  680  8.5 

12000 10800 10  1080  0 

30000 28800 10  2880  9.6 

100000 98800 10  9880  9  88 

1000000 998800 10  OOSsO  9. 988 

Cf.    E.  von  Fiirth,  "Die  Einkommensteuer  in  Ocsterreich  und 
ihre  Reform"  (1892),  46. 
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cent  to  almost  twenty  per  cent  of  the  income.'  This 
seems  an  extravagantly  high  rate.  Finally,  in  the 
third  schedule,  there  is  not  so  much  a  progression  as 
a  differentiation  of  the  tax. 

More  interesting,  because  more  distinctly  due  to 
the  growth  of  democratic  impulses,  are  the  progres- 
sive   income    and    property    taxes    in    Switzerland. - 


^The  exact  figures  are: 

Income, 

Gulden. 

Under    (iSO 

G30 

1050 

1275 

1995 

2100 

3150 

4200 

5250 

6300 

7350 

8500 

9450 

10500 

12(300 

15750 

18f>00 

23625 

31500 

47250 


Tax,  Rate, 

Gulden.  percent. 

0   0 

10.71 1.7 

17.85 1.7 

25.52 2 

49.98 2.5 

63   3 

126   4 

210   5 

315   6 

441   7 

588   8 

756   

945   

1155   

1575   

2205   

2835   

3780   

5355   

8505   


.  9 

.10 
.11 
.12.5 
.14 
15 
.16 
.17 
.18 
.19 

.19.91 
.19.991 


94500  17955   

1050000 209055   

10500000 2099055   

Cf.     Furth,  op.  cii.,  47. 

-An  interesting  article  by  Prof.  Gustav  Cohn,  "Income  and 
Property  Taxes  in  Switzerland,"  in  Political  Science  Quarterly,  iv 
(1889),  37,  draws  some  general  conclusions  from  the  experience  of 
Zurich.  The  article  by  Mr.  R.  H.  Inglis  Palgrave,  "Progressive 
Taxation  as  levied  in  Switzerland,"  Journal  of  the  Royal  Statistical 
Society,  li  (1888),  225,  deals  especially  with  the  cantons  of 
Basel-stadt,  Vaud  and  Uri.  The  recent  English  blue  book  "Report 
ou  the  Different  Systems  of  Graduated  Taxation  in  force  in  Switzer- 
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Here  progressive  taxation  is  of  recent  date.  It  is 
indeed  true  that  after  the  revolutionary  movements 
of  1830  and  1848,  when  the  Swiss  were  beginning  to 
recognize  the  inadequacy  of  the  general  property 
tax  and  were  endeavoring  to  supplement  it  with  an 
incomie  tax  derived  from  other  sources  than  property, 
the  income  tax  was  made  degressive,  generally 
sharply  degressive.  So  in  Zurich  in  1832,  where  on 
incomes  below  eight  thousand  francs  the  rate 
descended  from  two  and  a  half  per  cent  to  one- 
fiftieth  of  one  per  cent.'  So  also  in  St.  Gallen  in 
1832,  in  Zug  in  1848,  in  Thurgau  in  1849  and  many 
others.  Some  of  the  official  commissions  during 
these  years  recommended  progressive  taxes  for  the 
higher  incomes,  as  well  as  the  extension  of  the 
graduated  principle  to  the  property  tax.  But  the 
public  was  not  vet  prepared  for  this.  In  fact,  in  a 
few  cases  the  degression  in  the  income  tax  was 
again  abolished,  as  in  Zug  in  1851,  and  in  Schaffhau- 
sen  in  1862.  The  only  exception  to  the  statement 
that  graduation  was  not  applied  to  property  is  Basel- 
stadt,  where  the  income  tax  of  1840  was  extended 
to  the  income  from  property  as  well,  and  where  the 
rate  varied  from  one-half  of  one  per  cent  to  three  per 

land"  (189ii),  deals  with  five  cantons  only:  Vaud,  Zurich,  Geneva, 
Grisons  and  Uri.  For  complete  and  detailed  information  for  the 
whole  of  Switzerland  students  must  turn  to  Georg  Schanz,  "Die 
Steuern  der  Sehweiz  in  ihrer  Entwickelung  seit  Beginn  des 
19  Jahrhunderts,"  five  volumes  (1890).  Vol.  i  gives  a  general 
survey  in  pages  110-114,  and  the  tables  of  progression  for  each 
canton  in  pages  367-379,  while  the  details  of  the  development 
will  be  found  in  volumes  ii,  iii  and  iv,  and  the  laws  themselves  in 
vol.  v.  In  the  Quarterly  Journal  of  Economics,  i,  225,  may  be  found 
the  text  of  the  law  of  1886,  imposing  the  progressive  property  tax 
in  the  canton  of  Vaud. 
^Schanz,  op.  cit.,  ii,  389. 
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cent  for  incomes  over  six  thousand  francs.'  The  very 
high  progressive  property  tax  in  Neuenburg  (Neu- 
chiitel)  in  1848,  where  the  rate  varied  from  one  per 
cent  on  1,000-3,000  francs  property  to  ten  per  cent 
on  property  over  500,000  francs  was  an  extraordinary 
measure  and  was  not  repeated. - 

The  real  impetus  to  progressive  taxation  was  given 
by  the  Zurich  law  of  1870,  which  applied  the  pro- 
gressive scale  to  property  as  Avell  as  to  income. 
During  the  seventies  Graubiinden  (Grisons),  Glarus, 
Zug  and  Schaffhausen  adopted  the  plan;  during  the 
eighties  Aargau,  Uri,  Vaud,  Baselstadt  and  others 
followed.  To-day  progressive  taxation  of  property 
or  income  is  found  in  sixteen  of  the  twenty-five 
cantons,  while  the  progressive  inheritance  tax  is 
found  in  six  cantons,  progressive  taxation  of  some 
kind  existing  in  eighteen  out  of  the  twenty-five 
cantons. 

The  system  of  progressive  taxes  on  property  or 
income  in  Switzerland  may  be  classified  into  three 
groups: 

1.  The  cantons  with  a  proportional  property  tax, 
but  a  progressive  income  tax.  These  are  Ticino, 
St.  Gallen,  Thurgau  and  Obwalden.  The  rate  of  the 
property  tax  is  the  same;  but  the  rate  of  the  income 
tax  varies  from  zero  (in  St.  Gallen  seven  hundred 
francs  income  are  entirely  exempt),  by  slow  gradua- 
tion to  over  four  per  cent.  The  laws  fix  not  the  rate 
of  the  tax,  but  the  amount  of  the  tax  to  be  paid  for 
each  class  of  income.^ 

2.  The  cantons  with  a  progressive  property  tax. 
These  are  Geneva  and  Glarus.     In  Geneva  the  taxe 

'Schanz,  op.  cit.,  ii,  35. 

-Ibid.,  iv,  50. 

"-Ibid.,  V,  309,  353,  325. 
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mohiliere  applies  only  to  personalty.  If  the  property 
does  not  exceed  50,000  francs,  the  first  3,000  francs 
pay  nothing,  the  remainder  pays  one  per  mill;  if  the 
property  is  between  50,000  and  250,000  francs,  the 
first  50,000  francs  pay  forty- seven  francs,  and  the 
rest  two  per  mill;  if  the  property  exceeds  250,000 
francs,  the  charges  are  as  in  the  preceding  case, 
except  that  the  surplus  over  250,000  francs  pays 
three  per  mill.  In  Glarus  the  general  property  tax 
is  so  arranged  that  on  property  less  than  25,000 
francs,  the  assessment  is  only  sixty  per  cent  of  the 
true  value,  while  on  property  above  100, OCO  francs  an 
addition  is  made  to  the  rate,  ranging  from  one-tenth 
of  one  per  cent  to  two  per  cent  in  the  case  of 
four  million  francs  property.' 

3.  The  cantons  with  progressive  property  and 
income  taxes.  Most  of  the  cantons  with  a  property 
tax  levy  an  income  tax  only  on  income  not  derived 
from  property.  But  Baselstadt  and  Baselland  levy 
the  income  tax  on  incomes  from  property  as  well. 
Baselland,  however,  excepts  interest  on  monied 
capital  from  the  income  tax."  The  progressive  rates 
are  much  more  sharply  graduated  in  the  income  tax 
than  in  the  property  tax.  For  instance,  in  Basel- 
stadt the  rate  of  the  propert}'  tax  is  one,  one  and  a  half 
and  two  per  cent,  according  as  the  property  is  below 
100,000  francs,  between  100,000-200,000  or  over 
200,000  francs.  The  income  tax  is  one  per  cent  on 
incomes  to  4,000  francs;  two  per  cent  on  the  excess 
to  8,000  francs;  three  per  cent  on  the  excess  to 
12,000  francs,  and  four  per  cent  on  the  remainder. 
Concessions   are   made   for   unmarried  persons,  and 

'^Cf.  Schanz,  iii,  85. 
^Ibid.,  i,  55. 
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parents  with  small  children  for  incomes  from  1,200- 

2,400  francs.    Calculating  the  property  on  a  four  per 

cent  income  basis,    and    reckoning   in  the  additions 

levied  for  communal  purposes;  the  rate  of  the  entire 

property  and  income  tax,  when  the  income  is  derived 

from  property,  varies  from  less  than  two  per  cent  up 

to  nine   and  eight-tenths    per    cent  of  the    income,' 

In  other  cantons  the  rate  of    progression    is   smaller. 

In  so  far  as  the  technical  methods  of  carrying  out 

the  progressive  principle    are    concerned,  the    Swiss 

cantons  may  be  divided  into  four  classes.     The  first 

class  pursues    the   old    Athenian  plan,  not  changing 

the  rate  but  assessing  to  the  tax  not  the  whole,  but 

only    varying   proportions    of    the  true    property  or 

income.     Thus  in  Zurich, 

In  the  property  tax  f^  of  the  first    20,000  francs  are  assessed. 
1%       "       next   30,000 
iV      "  "      50,000 

,«5       "  "     100,000 

1%       "         "     200,000 
{§       "  remainder 

In  the  income  tax  ^^  of  the  first    1,500  francs  are  assessed. 

T%       "       next  1,500     " 

x'V       "  "     3,000     " 

xV       "  "     4,000     " 

\^      "        remainder  " 

Every  one  hundred  francs  income  pays  two  francs, 
as  often  as  every  one  thousand  francs  property  pays 
one   franc. 

The  second  class  follows  the  plan  of  capitalizing  the 
income  at  different  rates.  Thus  in  Solothurn,'  where 
an  income  tax  and  a  property  tax  exist,  incomes 
above  one  thousand  francs  are  considered  as  equiva- 

^Cy.  table  in  Bucher,  "Basel's  Staatseinnahmen,"  82,  and  Schanz, 
op.  at.,  i,  379. 
^Sciianz,  ii,  407, 
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lent    to    property    of    ten    times    the    amount;    but 
incomes  from — 
1)00-1000  francs  are  deemed  to  correspond  to  8,000  francs  property. 


800-  900   "     "      <<     < 

6,000   " 

700-  800   " 

4,500   " 

600-  700   '• 

3,000   " 

500-  600   " 

2,000   '• 

400-  500   "     "       "     ' 

1,000   " 

300-  400   " 

400   " 

Incomes  below  300  francs  are  deemed  to  correspond  to  property  of 
the  same  amounts. 

In  the  third  and  fourth  classes,  which  comprise  the 
large  majority  of  the  cantons  the  laws  either  pre- 
scribe a  definite  sum  or  rate  to  be  paid  by  each  class, 
or  change  the  rate  for  each  class  of  property  or  in- 
come. Most  of  the  cantons  charge  a  fixed  rate  upon 
the  entire  property  or  income,  according  to  the  class 
in  which  it  falls.  But  a  few  cantons  like  Basel,  Zug, 
Schaffhausen,  Aargau  and  A'aud  divide  the  entire 
property  or  income,  so  that  each  successive  portion 
or  increment  pays  the  rate  assigned  to  that  particular 
amount  of  the  property  or  income.^  In  order  to 
ascertain  the  tax  on  the  entire  sum,  it  thus  becomes 
necessary  to  make  a  series  of  arduous  computations 
and  additions.  Geneva  follows  the  same  plan  for 
its  property  tax,  as  does  Ticino    for    its  income  tax. 

A  peculiar  feature  of  the  Swiss  taxes  is  that  the 
progressive  rate  is  applied  separately  to  the  income 
tax  and  to  the  property  tax.  A  taxpayer  with  2,500 
francs  income  from  property,  and  2,500  francs  income 
from  labor  will  be  assessed  separately  for  each,  and 
will  pay  less  than  if  he  had  5,000  francs  income, 
either  from  property  alone  or  from  labor  alone. 
Only  two  cantons  have  attempted   to    apply  the  pro- 

'Schanz,  i.  113. 
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gressive  system  to  the  whole  income,  irrespective  of 
the  source.  They  accomplish  this  by  adding  a 
certain  percentage,  not  to  the  taxable  property  or 
income,  but  to  the  amount  of  the  tax,  figured  on  a 
proportional  taxation  of  property  and  income.  Thus 
in  Aargau,  every  one  who  is  assessed  at  from  40-70 
francs  tax  must  pay  five  per  cent  additional,  from 
70-100  francs  tax  ten  per  cent  additional,  and  so  on 
until  those  who  are  assessed  at  over  500  francs  tax 
must  pay  thirt^^-three  per  cent  additional.  So  in 
Schafifhausen,  those  assessed  at  25-50  francs  tax  pay 
five  per  cent  additional,  and  so  on  until  those 
assessed  at  over  500  francs  tax  pay  fifty  per  cent 
additional.  This  plan  possesses  at  least  the  advan- 
tage of  simplicity. 

For  the  sake  of  completeness  the  rates  of  progres- 
sion in  each  of  the  sixteen  cantons  are  herewith 
appended  in  the  follovv^ing  tables: 

AARGAU.— (ARGOVIE.) 

PROPERTY    AND   INCOME   TAX. 

When  the  normal  tax  varies  from  40-  70  f r.  an  addit'n  is  made  of  5  % 


70-100 
100-200 
200-300 
300-400 
400-500 


10 
15 

20 
25 
30 


When  the  normal  tax  is  over  COO  fr.  an  addition  is  made  of  33*^% 
BASELSTADT.— (BALE-YILLE.) 

PROPERTY   TAX.  INCOME   TAX. 

Property.  Kate.  Income.  Rate. 

Up  to  100,000  fr 1  per  cent.     To  4,000  fr 1  per  cent. 

100,000-200,000 li        "  On  surplus  to  8,000...  2      " 

Over200,000 2  "  On  surplus  to  12,000..  3      " 

On  excess  over  12,000  4      " 


46  Progressive  Taxation  in  Theory  and  Practice. 

BERN. 


Income. 

Each  50-100  f r 

"    150-200 

"    250-300 

"    350-400 

"    450-500 

etc.,   etc.  etc.,  etc. 


INCOME    TAX. 

Capital. 

Rat»  per 
Peasions, 

cent 
etc. 

Other  Income 

21 

2 
4 

1.'. 

5 

3' 

7^ 

6 

8 

10 

4i 
6 

10 

12+ 

n 

Property. 
Up  to  50,000  fr. 
50,000-250,000. , 

Over  250,000... 


GENEVA. 

PERSONAL    PROPERTY    TAX. 


-Rate- 


0  on  first  3000,  y  0  of  1  per  cent  on  excess. 

.47  fr.  on  first  50,000,  i2_       "         " 

,47  "      •'    50,000,  1^-        "         "        on  excess, 

up  to  250,000,  and  x'o       " 


Property. 
Under  25,000 


GLARUS.— (GLARIS.) 


PROPERTY  TAX. 


■\ 


25,000-100,000^ 


100,001-150,000 
150,001-200,000 
200,001-250,000 
250,001-300,000 
300,001-350,000 
350,001-400,000 


Rate. 

60  per  ct.  of 

assessment. 

60  per  ct.  of 

assessment 

for  first 

25,000 ;  full 

rate  for 

~  remainder. 

y^o  additional. 


I 


Property.  Rate. 

400,001-    500,000  i^v  additional. 

500,001-    600,000  yV 

600,001-    700,000  y^o 

700,001-    800,000  i§ 

800,001-    900,000  ii 

900,001-1,000,000  \i 
1,000,001-1,250,000  \l 
1,250,001-1,500,000  if 
1,500,001-1,750,000  if 
1,750,001-2,000,000  if 
2,000,001-2,500,000  ii 
2,500,001-3,000,000  if 
3,000,001-3,500,000  |f 
3,500,001-4,000,000  ff 
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GRAUBUNDEN— (GRISONS.) 

PROPKRTY   AND    INCOME   TAX. 


I'KOPERTY 

Property. 

1-  20,000  fr pay 

20,001-  50,000 

50,001-  80,000 

80,001-110,000 

110,001-140,000 

140,001-170,000 

170,001-200,000 

200,001-230,000 

230,001-260,000 

260,001-290,000 

290,001-320,000  | 
and  over.       f  ' " ' 


TAX. 

Rate, 
full. 
I'ij  addition  for  each  1,000  fr. 


INCOME   TAX. 


Income. 


Rate. 
Per  cent. 


1-800  fr i 

800-1,500 i 

1,500-2,000 ] 

2,000-3,000 U 

3,000-4,000 2 

4,000-5,000 2i 


Income. 


Rate. 
Per  cent. 


5,000-5,500.  fr 3 

5,500-6,000 3i 

6,000-6,500 4 

6,500-7,000 4A 

7,000-12,000 5 

Over  12,000 5* 


OBWALDEN.— CUNTERWALDEN-LE-HAUT.) 


INCOME  TAX. 


Income.  Ta.t  in  fr. 

500  fr 0.50 

600    0.70 

700    1. 

From  1,000-2,900  fr.  i  of  1 

Over  3,000  fr.  1  per  cent. 

The  above  rates  are  payable  for  each  i  of  1  per  cent  levied  as 
property  tax.     In  the  last  two  classes  400  fr.  may  be  deducted. 


Income.  Ta.x  in  fr. 

800  fr 1.20 

900    1.50 

1,000     2. 

per  cent. 
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ST.  GALLEN.— (ST.  GALL.) 

INCOME    TAX. 

For  each  1  per  mill  of  property. 
Income.  Tax.       Income. 

800-    999  francs 1  fr.  5,500-  5,999. 


1,000-1,499 2 

1,500-1,999 4 

2,000-2,499 7 

2,500-2,999 11 

:-],000-3,499 16 

3,500-3,999 22 

4,000-4,499 30 

4,500-4,999 40 

5,000-5,499 51 


Tax. 

63  fr. 

0,000-  6,499 76 

6,500-  6,999 90 

7,000-  7,499 105 

7,500-  7,999 121 

8,000-  8,499 138 

8,500-  8,999 157 

9,000-  9,499 177 

9,500-10,000 200 

Over  10,000 2i  per  ct. 


SCHAFFHAUSEN.-CSCHAFFHOUSE.) 

PROPERTY    AND    INCOME   TAX. 

Francs.  Per  cent. 

When  the  tax  varies  from    26-  PO  an  addition  is  made  of  5 


51-  75 
76-100 
101-150 
151-200 
201-250 
251-300 
301-400 
401-500 
Over  500 


10 
15 
20 
25 
30 
35 
40 
45 
50 


SOLOTHURN.— (SOLEURE.) 

PROPERTY   AND   INCOME   TAX. 

(Income  multiplied  by  10  and  added  to  property.) 
Up  to  10,000  francs  property  rate  is  1  per  mill.     For  every  ad- 
ditional 1,000  over  10,000  fr.  the  rate  is  increased  by  1  centime  per 
1,000  francs.     Thus: 

Property.  Rate. 

12,000  fr 1.02  permilL 

18,000 1.08        " 

25,000 1.15        " 

44,000 1.34        " 

70,000 1.60 

All  over  70,000  fr 1.60        *« 
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THURGAU.— (TIIURGOVIE.) 


INCOME    TAX. 


Income. 


Tax  in  fr. 


Under    200  fr 0.35 

201-    400     0.55 

401-    GOO     ]. 

t;01-    800     2. 

SOl-1,100     4. 


Income.  Tax  in  fr. 

1,101-1,400   (; 

1,401-1,700  10 

1,701-2,000   16 

2,001-2,300 23 

2,301-2,600  3(» 


Over  2,600   U   fr.    for   every   100   fr. 


TICINO.— (TESSIN.) 


INCOME    T.\X. 


For  the  first. 


Francs. 


1. 


For  excess. 
Per  cent. 


From        400-      800  fr 400 

801-  1,200 800 2. 

1,201-2,000 1,200 4. 

2,001-3,000 2,000 10. 

3,001-  5,000 3,000 20. 

5,001-10,000 5,000 .50 2 

10,001-20,000 10,000 150 3 

20,001-40,000 20,000 450 4 

Over  40,000 40,000 1,250 5 


URI. 


PROPERTY  AND  INCOME  TAX. 


Property. 

Tax. 

Income. 

Tax 

Up  to  29,000  . 

.      i  fr.  per  1000 

Up  to  1,000  .  . 

. .      i  f  r.  per  1000 

30,000-  50,000  . 

.   .60 

1,001-2,000  .  . 

. ..   .35 

50,001-  80,000  . 

.   .70 

2,001-3,000  .. 

. .     .45 

80,001-100,000  . 

.   .80 

3,001-4,000  .  . 

. ..   .60 

100,001-150,000  . 

.   .90 

4,001-5,000  .  . 

. ..  .80 

150,001-200,000  . 

.1.00 

5,001-6,000  .  . 

...1.00 

200,001-250,000  . 

.1.10 

6,001-7,000  . . 

..1.20 

250,001-300,000  . 

.1.20 

7,001-8,000  . . 

. .  1.40 

300,001-350,000  . 

.1.30 

8,001-9,000  . . 

...1.60 

350,001-400,000  . 

.1.40 

9,001-10,000  . . 

...1.80 

Over  400,000 
4 

.1.50 

Ovei  10.000  . . 

..2.00 
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Personal  Property.  ^^z«ax! 

1-  25,000  fr.  1 
25,001-  50,000...  1* 
50,001-100,000. ...2 
100,001-200, 000....  2* 
200,001-400,000   .3 
400,001-800,000.... 31 
over  800,000 4 


YAUD.— (AVAADT.) 

PROPERTY    AND    INCOME   TAX. 

i.,„„m.  Rat«  Per 

Income.  ^^^^^ 

1-  1,250.... 1 
1,251-  2,500   ...U 
2,501-  5,000.... 2 
5, 001-10, 000....  2i 

10,001-20,000 3 

20,001-40,000....  3^ 
over  40,000 4 


Real  Property. 


Rate  Par 
Caat. 


1-  25,000... 1 
25,001-100,000...  H 
over  100 ,000...  2 


ZUG. 

PROPERTY   TAX. 

Property  from  1,000-100,000  francs  pays  the  simple  rate.  Above 
100,000  francs,  the  property  is  put  in  classes  of  100,000  francs  each, 
SO  arranged  that  in  each  class  every  1,000  francs  pays  i  franc  more 
than  in  the  preceding  class.     Thus — 

if        100,000  francs,  .pay.  .1    franc  per  1,000  francs. 

'    ..14 


then  101,000-200,000 
"  201,000-300,000 
"  .301,000-400,000 
"    over       400,000 


...li 
••If 


INCOME      TAX. 

If  the  rate  of  the  property  tax  is  one  per  mill. 
Income.  Ta.\. 

500-1,000  francs pay   1    franc  per  100  francs. 


1,000-3,000 
3,000-5,000 
over    5,000 


U 


ZURICH. 

PROPERTY    AND    INCOME   TAX. 

Property. 

Of  the  first  20,000  francs ro  are  assessed. 

•    "       next  30,000      " x^ 

"    50,000       "     I'ff 

"  100,000      "     x% 

"  200,000      "     x% 

Of  the  surplus the  whole  is  assessed. 

Income. 

Of  the  first  1,500  francs fo  are  assessed. 

nextl,500       "     x*o 

"    3,000       "     j% 

"    4,000       "      x'o 

Of  the  surplus the  whole  is  assessed. 
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It  is  evident  from  these  tables  that  there  is  a 
great  diversity  in  the  practical  application  of  the 
progressive  system  to  property  and  income  taxes 
in  Switzerland,  Some  cantons  apply  it  to  local  taxes, 
others  declare  that  local  taxation  should  be  propor- 
tional; some  have  a  slight  graduation,  others  a  sharp 
progression;  some  apply  it  to  one  tax  only,  others  to 
both  taxes.  In  no  two  cantons  are  the  rates  or  the 
classification  identical.  Some  exempt  a  minimum 
of  subsistence,  some  pursue  the  policy  of  abatements 
and  allowances,  some  tax  all  property  or  income  but 
according  to  different  rates.  Some  cantons  levy  a 
fixed  poll  tax  while  others  levy  a  graduated  poll  tax, 
the  amount  of  the  tax  increasing  with  the  progres- 
sion in  the  property  and  income  taxes.  But  what- 
ever the  minor  differences,  the  tendency  is  every- 
where toward  the  spread  of  the  progressive  principle 
and  the  increase  of  the  Gcrie  of  progression.  The 
constitutional  provision  in  some  of  the  cantons  that 
the  progression  should  be  a  "moderate"  one,  is  of 
very  little  use  in  view  of  the  elasticity  of  the  term 
'-moderate."  As  an  actual  fact  the  highest  rates  do 
not  generally  exceed  four  or  five  per  cent  of  the 
income,  but  in  a  few^  cantons  like  Glarus,  Uri,  Vaud 
and  Baselstadt  the  rates  are  as  high  as  six,  seven 
and  even  ten  per  cent.  That  the  number  of  persons 
assessed  at  the  higher  rates  is  very  small  is  indeed 
true;  and  it  may  also  be  confessed  that  the  yield  of 
the  progressive  taxes  is  in  general  very  little  more 
than  would  be  the  yield  of  simply  proportional  taxes. 
But  the  opponents  of  the  progressive  principle  like 
Leroy-Beaulieu  forget  that  it  is  the  function  of  pro- 
gressive taxation  not  so  much  to  obtain  increased 
revenues    as    to  apportion  the  burden  more  equably 
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among  the  taxpayers.  If  the  progressive  tax  is  more 
just  than  the  proportional  tax,  the  fact  that  it  would 
not  yield  a  penny  more  revenue  would  in  itself  con- 
stitute no  valid  objection. 

A  more  serious  practical  objection  is  the  tendency 
to  produce  evasion,  fraud  or  exodus  of  capital.  But 
it  is  questionable  whether  this  objection  has  not  been 
somewhat  exaggerated.  The  danger  is  undoubtedly  a 
real  one,  but  there  is  actually  far  more  evasion, 
fraud  and  exodus  of  capital  under  the  system  of  the 
proportional  property  tax  in  America  than  under  the 
system  of  the  progressive  property  and  income  tax 
in  Switzerland.  Those  who  will  cheat  the  govern- 
ment or  abandon  their  home  because  of  tax  rates  are 
apt  to  do  so  at  all  events,  provided  the  tax  is  high 
enough;  and  it  has  yet  to  be  proved  that  a  moderate 
progression  will  of  itself  bring  about  such  baneful 
results.  Certainly  the  experience  of  Switzerland 
seems  to  point  in  the  other  direction.  Statistics 
of  evasion  or  exodus  of  capital  are  unattainable 
or  worthless;  but  in  all  the  important  cantons 
which  practice  progressive  taxation  there  has 
been  a  steady  increase  in  the  total  valuation  of 
property  and  income.^ 

The  very  spread  of  the  progressive  system  in 
recent  years  shows  at  all  events  that  the  Swiss  can- 
tons have  not  yet  begun  to  experience  any  of  the 
injurious  consequences  which  have  been  predicted 
for  the  last  twenty  years.  In  those  very  cantons 
where  the  opposition  was    at    first    the    loudest,  the 

^In  Ziirich,  e.  g.,  the  assessed  property  had  increased  between 
1870-1889  from  627  to  906  million  francs,  the  assessed  income  from 
43  to  88  millions.  Schanz,  ii,  416.  Similar  figures  might  be  given 
for  the  other  cantons  which  practice  the  progressive  sA'stem. 
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satisfaction  is  now  general.  There  is  no  question  of 
abandoning  the  vantage  ground  already  won.  As 
Switzerland  is  the  most  democratic  country  in 
Europe,  so  is  it  also  the  most  striking  example  of 
the  progressive  system. 

Furthermore,  in  addition  to  the  general  property 
and  income  taxes  almost  all  the  cantons  levy  inheri- 
tance taxes,  which  are  progressive  in  six  cases. ^ 
In  Bern  on  any  excess  above  50,000  francs  the  rate 
is  increased  one-half.  In  Solothurn  the  normal  rate 
applies  to  inheritances  between  100  and  5,000  francs; 
below  100  francs  only  half  the  rate  is  applied;  from 
5,000-20,000  francs  the  rates  are  increased  by  one- 
fourth  for  every  5,000  francs.  In  Thurgau  inheri- 
tances over  6,350  francs  pay  one-fourth  more;  over 
12,700  francs  one- half  more;  over  19,000  francs 
three-fourths  more;  over  25,000  double  rates.  In 
Zurich  the  rate  increases  one-tenth  for  each  10,000 
francs  until  it  becomes  half  as  large  again  as  the 
regular  rate.  In  Uri  the  rate  increases  one-tenth 
for  each  10,000  francs  up  to  200,000  francs,  so  that 
the  tax  on  200,000  francs  would  be  triple  the  original 
rate.  In  Schaffhausen  the  rates  increase  one-tenth 
for  inheritances  between  2,000-10,000  francs  and 
one-tenth  for  each  additional  10,000  francs  up  to 
90,000  francs.  Above  that  sum  inheritances  pay 
double  rates. 

Switzerland  and  Germany  are  the  chief  examples 
of  progressive  taxation  in  Europe.  But  many  other 
cases  are  to  be  found.  Thus  in  Belgium  and  Hol- 
land, many  of  the  local  income  taxes  are  assessed  on 

^Of.  the  details  in  Schanz,  op.  cil.,  i,  158.  See  also  West,  "The 
Inheritance  Tax"  {Columbia  College  Studies  in  History,  Economics 
and  Public  Law,  vol.  iv,  no.  2,  1893),  21-27. 
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the  graduated  principle.  For  instance,  in  Amster- 
dam the  incomes  are  divided  into  five  classes;  in  the  ■ 
first  two  classes  the  incomes  are  taxed  on  one-quar- 
ter of  the  assessed  valuation;  in  the  next  two  classes 
on  one-halfj  and  in  the  next  class  on  three-quarters 
of  the  assessed  valuation.  Moreover,  in  considering 
the  assessed  valuation  the  minimum  of  each  class  is 
taken  as  the  basis. ^  It  is  the  Athenian  and  the 
Zurich  plan  with  a  slight  alteration.  In  the  town  of 
Terneuzen,  on  the  other  hand,  where  the  number  of 
classes  is  much  larger,  the  rate  itself  varies, — the 
first  class,  from  300-399  florins,  paying  one-half  of 
one  per  cent  tax;  the  second  class,  from  400-549 
florins,  five-eighths  of  one  per  cent,  and  thus  grad- 
ually increasing  until  the  nineteenth  class,  with  in- 
comes of  7,000  florins  and  over,  pays  four  per  cent.- 

In  the  recent  property  tax  which  was  imposed  by 
the  law  of  1892  as  a  general  state  tax  for  the  whole 
of  Holland,  a  slightly  progressive  scale  has  been  in- 
troduced. Property  below  13,000  guilders  in  value 
is  exempt.  If  it  exceeds  that  amount  the  tax  is  li 
guilders  for  each  1,000  guilders  over  10,000  guilders. 
But  if  the  property  amounts  to  more  than  200,000 
guilders,  the  tax  is  two  guilders  for  every  1,000 
guilders  of  the  surplus.  If  we  calculate  the  income 
as  four  per  cent  of  the  property,  the  percentage  of 
income  due  as  a  tax  would  vary  from  1.04  to  5  per 
cent.^ 

In  Denmark  and  Sweden  the  graduated  principle 
has    also    been    accepted    to    a    certain    extent.       In 

'Denis,  "L'Impot  surle  Revenu,  Eapportset  Documents  presentes 
au     .     .     .     conseil  communal  de  Bruxelles"  (1881),  45. 
-Ibid.,  85. 
^Cf.  the  article  of  Greven  in  th6  Economic  Journal,  iii,  537. 
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Copenhagen,  for  example,  in  the  local  income  tax 
the  Athenian  plan  is  followed.  Incomes  below  800 
kroners  ($215)  are  exempt,  incomes  from  800  to 
2,400  kroners  are  assessed  at  only  a  portion  of  their 
actual  amount,  while  the  liability  to  full  taxation 
occurs  only  when  the  income  amounts  to  2,400 
kroners.^ 

In  England,  outside  of  the  degression  in  the  in- 
come tax,  graduation  is  found  only  in  the  death 
duties.  The  probate  duty  varies  frorii  one  and  a  half 
per  cent  to  more  than  three  per  cent,  while  the 
estate  duty  imposes  an  additional  tax  of  one  per 
cent  on  successions  over  £10,000,  thus  increasing  the 
progressive  nature  of  the  charge. - 

In  France,  on  the  other  hand,  the  chief  instance 
of  progressive  taxation  is  found  in  the  rental  or 
occupancy  tax  paid  by  the  tenant.  It  is  a  curious 
provision  of  the  French  system  of  local  taxation 
that  the  taxe  personnelle  et  mohiliere  may  be  as- 
sumed in  a  lump  sum  by  the  cities,  and  that  the 
amount  may  be  defrayed  in  part  out  of  the  proceeds  of 
the  octroi  or  local  customs  duties.  The  remainder  is 
raised  by  a  tax  on  rentals,  which  is  made  progressive, 
partly  for  the  reason  already  mentioned  that  the 
greater  the  income  the  smaller  relatively  the  amount 
spent  for  house  rent,^  partly  in   order  to   compensate 

^Incomes  of  800  kr.  are  rated  at 200  kr. 

1000     "  "  "      400    " 

1200     "  "  "      600    " 

1400     "  "  "      900    " 

1600     "  "  "      1200    " 

1800     "  "  "      1500   " 

2000     "  "  "       1800    " 

2200     "  "  "       2100    " 

See  "Consular  Reports  on  Taxation,"  nos.  99  and  100  (1888),  326. 

-Of.  for  details  West,  "The  Inheritance  Tax,"  38-40. 

^See  above  p.  28. 
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the  lower  classes  for  the  burdens  of  the  octroi,  which 
they  are  deemed  to  bear  in  great  part.  Several  of 
the  French  towns  have  adopted  this  plan.  The 
houses  are  arranged  in  classes  according  to  the 
rental  value.  Below  a  certain  figure  they  are  en- 
tirely exempt.  In  the  other  classes  the  rate  is  grad- 
uated up  to  a  definite  maximum.  In  Paris  the  pro- 
gression ends  very  soon.  Houses  with  rentals  below 
500  francs  are  entirely  exempt  (with  some  minor  ex- 
ceptions). In  the  other  classes  the  rate  is  fixed  dif- 
ferently every  year  according  to  the  needs  of  the 
city  treasury.  In  1890,  houses  with  rentals  up  to 
599  francs  paid  6i  per  cent,  to  699  francs  1\  per 
cent,  to  799  francs  8^  per  cent,  to  899  francs  9i  per 
cent,  to  999  francs  lOi  per  cent,  and  above  1,000 
francs  11.74  per  cent.^  In  1888  a  bill  was  introduced 
by  the  government  generalizing  this  tax  and  greatly 
extending  the  progression  as  well  as  the  classifica- 
tion. But  it  was  abandoned.  The  French  system  of 
progressive  rental  taxes  is  found  in  several  other 
continental  countries,  especially  in  the  field  of  local 
revenue. 

Recent  years  have  seen  a  great  development  of  the 
principle  of  progression  in  Australasia.  It  has  there 
been  applied  principally  to  the  inheritance  taxes. 
We  find  a  graduated  inheritance  tax  in  Victoria  as 
early  as  1870,  but  in  most  of  the  other  colonies  the 
progressive  principle  has  been  introduced  only  during 

^Cy.  "  Dictionnaire  des  Finances,"  by  L^on  Say,  ii,  854,  sub  verbo 
Personnelle-mobiliere.  The  figures  and  statements  contained  in 
"Wagner,  "  Finanzwissenschaft, "  iii,  461  which  are  copied  in  the 
article  by  Heckel  in  the  Handworterbuch  der  Staatswissenscliaften, 
iv  (1892),  1182,  are  incorrect.  They  are  all  based  on  antiquated 
material.  Formerly  many  towns  pursued  this  practice.  Now  only 
Paris  and  Versailles  remain. 
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the  last  decade.  At  present  the  Victoria  tax  divides 
inheritances  into  thirty- seven  classes  with  £100,000 
as  a  maximum,  and  with  rates  from  one  to  ten  per 
cent.  In  New  South  Wales  there  are  five  classes 
with  £50,000  as  a  inaximum  and  with  rates  from  one 
to  five  per  cent;  in  New  Zealand  five  classes  and  in 
Queensland  six  classes  with  £20,000  as  a  maximum 
and  Avith  rates  from  one  to  ten  per  cent.  In  several 
instances  strangers  in  the  blood  are  taxed  more 
severely.  In  Queensland,  e.  g.,  in  the  case  of  stran- 
gers the  graduation  extends  to  twenty  per  cent  of 
the  inheritance.^ 

Australasia  is  not  only  remarkable  for  possessing 
the  highest  graduated  inheritance  taxes  in  the 
world,  but  it  also  has  the  distinction  of  containing 
the  only  Anglo-Saxon  state  which  has  applied  the 
progressive  principle  to  the  property  tax.  The 
democratic  jealousy  of  large  estates,  and  the 
endeavor  to  reach  the  land-owner  are  seen  in  the 
high  Victorian  land  tax  on  all  estates  worth  more 
than  £2, .500.-  The  most  careful  observer  of  contem- 
porary Australian  policy.  Sir  Charles  Dilke,  tells  us 
that  the  graduated  succession  duties  in  Victoria  are 
likely  before  long  to  develop  into  a  graduated 
property  tax."^  In  New  South  Wales  the  drift  is 
almost  equally  strong,  and  a  graduated  income  tax 
bill  was  passed  in  1892  by  the  assembly,  although 
the  measure  was  rejected  by  the  legislative  council;'' 

^Cf.  for  details,  West,  "  The  Inheritance  Tax,"  41-51. 

^For  statistics  of  the  land  tax  in  Victoria,  as  compared  with  other 
Australasian  colonies,  see  H.  H.  Hayter,  "Victorian  Year-book" 
(1892),  i,  253  et  seq. 

^Dilke,  "Problems  of  Greater  Britain,"  i,  229. 

^Ibid.,  i,  305;  cf.  Coghlan,  "The  Wealth  and  Progress  of  New 
South  Wales"  (1893),  part  xx,  p.  608. 
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while  within  the  last  two  or  three  years  the  predic- 
tion has  actually  been  verified  in  the  case  of  Xew 
Zealand. 

By  the  New  Zealand  •'  land  and  income  assessment 
act"  of  September  8,  1891,  land  is  divided  into  four- 
teen classes.  Up  to  £5,000  value  the  ordinary  penny 
rate  in  the  pound  is  levied;  for  each  successive  class 
an  additional  one-eighth  of  a  penny  is  imposed, 
until  when  the  property  exceeds  £210,000  in  value 
it  pays  two  and  three-quarters  pence  in  the  pound. ^ 
In  the  case  of  absentees  (those  absent  from  or  resi- 
dent out  of  the  colony  for  three  years  or  over)  the 
scale  of  taxation  is  increased  twenty  per  cent  in 
each  case.  A  distinction  is  drawn  between  the  land 
proper  and  improvements.  In  the  case  of  the  ordi- 
nary penny  rate,  improvements  up  to  £3,000  are 
exempt,  and  the  amount  of  any  outstanding  mort- 
gage is  deducted,  the  mortgage  being  assessed  to 
the  mortgagee.  When  the  value  of  the  land,  less 
such  improvements  and  mortgages,  does  not  exceed 
£1,500,  an  exemption  of  £500  is  allowed,  after  which 
the  amount  of  the  exemption  diminishes  one  pound 
for  every  two  pounds  increase  in  the  assessed  value 
of  the  land,  so  as  to  leave  no  exemption  when  the 
value  exceeds  £2,500.     An  important  feature  of  the 

'The  rates  additional  to  the  normal  penny  rate  are  as  follows  : 
Property.  Addition.  Property.  Addition. 

£5,000-10,000 id.  90,000-110,000 Id. 

10,000-20,000 I  110,000-130,000 U 

20,000-30,000 I  130,000-150,000 Ij 

30,000-40,000 I  150,000-170,000 If 

40,000-50,000 f  170,000-190,000 1* 

50,000-70,000 «  190,000-210,000 If 

70,000-90,000 \  210,000  and  over. ...  If 

For  further  details  and  the  purposes  of  the  measure,  see  the 
article  on  "  Direct  Taxation  in  New  Zealand,"  hy  Sir  Robert  Stout, 
in  the  Sydney  Quarterly,  March,  1892. 


History  of  Progressive   Taxation.  59 

law  is  that  the  graduated  system  "applies  onh'  to  the 
unimproved  value  of  the  land.  As  to  improvements, 
the  tax  is  proportional.  It  is  further  to  be  noted 
that  while  in  the  case  of  the  penny  rate  a  deduction 
is  made  for  mortgages  on  the  land,  no  such  deduc- 
tion is  made  in  the  case  of  land  upon  which  a 
*'  graduated  "  tax  is  payable,  in  as  far  as  such  grad- 
uated tax  is  concerned.  Mortgagees,  moreover,  are 
never  liable  to  the  graduated  tax.  This  Australasian 
tax  is  a  most  interesting  experiment,  and  its  history 
will  be  followed  with  close  attention. 

Finally,  in  the  United  States  the  chief  instance  of 
progression,  apart  from  the  graduated  direct  tax  at 
the  end  of  the  last  century,  is  the  income  tax  during 
the  Civil  war.*  The  original  act  of  1861  provided  for 
a  proportional  tax  on  the  excess  over  $800,  But  this 
law,  for  several  reasons  not  necessary  to  explain 
here,  was  never  put  in  force.  The  first  law  actually 
executed,  that  of  July  1,  1862,  provided  for  a 
general  tax  on  so  much  of  all  incomes  as  exceeded 
$600.  From  8600  to  $10,000  the  rate  was  three  per 
cent;  above  that  five  per  cent.-  The  minor  varia- 
tions for  different  sources  of  income  do  not  interest 
us  in  this  place.  The  commissioner  of  internal 
revenue,  in  his  first  report,  advocated  a  further 
graduation  of  the  tax,  making  the  full  rate  begin 
only  with  incomes  of  $20,000.  He  proposed  a  four 
per  cent  tax  for  incomes  from  $5,000-10,000,  a  five 
per  cent  tax  from  $10,000-20,000,  and  a  five  and  a 
half  or  six  per   cent  tax  above  $20,000.^     The  plan, 

^It  is  to  be  regretted  that  the  account  of  the  income  tax,  in  Lalor's 
"Cyclopaedia  of  Political  Science,"  ii,  480,  should  be  absolutely  in- 
accurate in  many  of  the  most  important  statements. 

2  Act  of  July  1,  1862,  §§  89-93. 

"Report  of  the  Commissioner  of  Internal  Revenue  for  the  Year 
ending  June  30,  18^3,  11. 
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although  not  the  exact  figures,  was  adopted  in  the 
new  law  of  1864.  Incomes  were  now  divided  into 
three  classes.  On  incomes  below  $5,000  the  rate  was 
five  per  cent,  on  the  excess  above  $600  ;  incomes 
from  $5,000-10,000  paid  seven  and  a  half  per  cent ; 
incomes  above  $10,000  paid  ten  per  cent.^  The 
special  additional  income  tax  of  1864  was,  however, 
proportional,  not  progressive. - 

Secretary  Fessenden,  in  his  report  for  1864, 
defended  the  progressive  income  tax  in  the  following 
words:  "The  adoption  of  a  scale  augmenting  the 
rate  of  taxation  upon  incomes  as  they  rise  in  amount, 
although  unequal  in  one  sense,  cannot  be  considered 
oppressive  or  unjust,  inasmuch  as  the  ability  to  pay 
increases  in  much  more  than  arithmetical  proportion 
as  the  amount  of  income  exceeds  the  limit  of  reason- 
able necessity."^  Congress  was  evidently  of  his 
opinion,  for  it  continued  the  principle,  although  in 
1865  one  of  the  classes  was  omitted.  By  this  law 
all  incomes  below  $5,000  paid  five  per  cent  on  the 
excess  over  $600;  while  all  incomes  over  $5,000  now 
paid  ten  per  cent.^  After  the  Civil  war  was  over, 
and  the  need  of  large  revenues  diminished,  the  rate 
of  the  tax  was  reduced  and  made  uniform,^  and  the 
limit  of  exemption  was  gradually  increased  until  the 
tax  itself  came  to  an  end  in  1872.  The  interesting 
history  of  the  tax  as  well  as  a  comparison  with  other 
taxes  and  a  criticism  of  the  results  must  be  reserved 

^Act  of  June  30,  1864,  §§  116-123. 

^Joint  Resolution  No.  77,  July  4,  1864. 

'Report  of  the  Secretary  of  the  Treasury,  1864,  15. 

*Law  of  March  3,  1865,  Thirty-eighth  Congress,  Second  Session, 
chap.  78. 

''Law  of  March  2,  1867,  Thirty-ninth  Congress,  Second  Session, 
chap.  169. 
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for  another  place,  as  the  mere  fact  of  graduation 
was,  in  itself,  not  of  great  importance  as  compared 
with  some  of  the  other  features  of  the  tax. 

The  principle  of  progression  was  also  applied  to  the 
income  taxes  of  the  Confederacy  during  the  Civil  war. 
By  the  law  of  April  24th,  1863,  all  salaries,  except  those 
of  naval  and  military  officers,  were  taxed  one  per  cent 
if  not  exceeding  81,500,  but  two  per  cent  on  any  ex- 
cess.^ All  other  incomes,  from  property,  labor,  etc., 
were  taxed  according  to  a  much  more  severe  scale.  In- 
comes below  SoOO  were  exempt;  from  $500  to  si, 500 
the  rate  was  five  per  cent;  on  all  incomes  over  SI  .500 
and  less  than  $3,000,  five  per  cent  was  levied  on  the 
first  $1,500  and  ten  per  cent  on  the  remainder;  in- 
comes between  $3,000  and  $5,000  paid  ten  per  cent; 
incomes  between  $5,000  and  $10,000  paid  twelve  and 
a  half  per  cent;  incomes  of  $10,000  and  over  paid 
fifteen  per  cent.-  Special  provision  was  made  for 
joint  stock  companies  and  corporations.  A  general 
tax  of  ten  per  cent  was  levied  on  their  profits.  But 
when  they  made  a  profit  of  between  ten  and  twenty 
per  cent  on  their  capital  stock  paid  in,  they  were 
taxed  twelve  and  a  half  per  cent  on  the  profits;  in 
case  the  profits  exceeded  twenty  per  cent  the  tax  was 
as  high  as  sixteen  and  two-thirds  per  cent.  The 
amendatory  act  of  February  17,  1864,  exempted  sala- 
ries of  $1,000,  but  made  no  changes  in  the  rates. 

Graduated  taxes  have  not  been  confined  to  the  na- 
tional government.  In  Virginia  the  income  tax  has 
existed  since  1843.     It  was  at  first  a  tax  on  salaries 

^Acts  of  the  First  Congress  of  the  Confederate  States,  Statute 
iii,  chap.  38,  sec.  7.  Mathews,  "The  Statutes  at  Large  of  the  Con- 
federate States  of  America,"  120. 

-Ibid.,  sec.  8,  vi. 
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and  professional  income,  and  a  partial  tax  on  funded 
incomes.  It  afterwards  became  a  more  general  in- 
come tax.  In  1853  the  tax  was  made  degressive. 
Incomes  from  $200  to  $250  were  taxed  one-fourth  of 
one  percent;  from $250-500  one-half  of  one  per  cent; 
from.  $500  to  $1,000  three-fourths  of  one  per  cent; 
over  $1,000  the  rate  \vas  one  per  cent.^  In  1856  the 
rates  were  doubled.  But  in  1863,  when  the  tax  became 
a  general  income  tax,  the  graduated  scale  was  drop- 
ped. And  in  1866,  although  the  principle  of  differen- 
tiation was  adopted,  the  progressive  rate  was  not. 

We  still  have  an  instance  of  graduated  income  taxes 
in  the  United  States.  In  North  Carolina  the  income 
tax  dates  from  1849.  It  was  at  first  a  tax  on  com- 
mercial and  precarious  incomes,  but  was  gradually 
changed  until  it  became  a  tax  on  incomes  from  prop- 
erty not  already  taxed.  Although  the  limit  of  exemp- 
tions was  changed  at  various  times,  the  principle  of 
graduation  was  not  introduced  until  1893,  when  both 
differentiation  and  degression  were  adopted.  At 
present  the  rate  is  five  per  cent  on  all  profits 
and  incomes  derived  from  property  not  taxed;  in- 
comes from  salaries  and  fees  pay  one- half  of  one 
per  cent  on  the  excess  over  $1,000;  all  other  incomes 
pay  the  following  rates  i^ 

Excess  over  $1,000  to  $5,000,— J  of  1  per  cent. 
5,000  to  10,000,— i 
10,000  to  20,000,— i 
20,000,  1 

The  arrangement,  it  will  be  remembered,  is  the 
same  as  in  some  of  the  Swiss  cantons,  like  Basel 
and  Schaffhausen. 

iLaw  of  April  7,  1853,  Va.  Acts  1852-53,  chap.  8. 
-North  Carolina  Revenue  Act,  1893,  schedule  A,  Fee.  5. 
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Outside  of  this  one  case  of  a  graduated  income  tax, 
the  only  examples  of  progressive  taxation  in  the  Ameri- 
can commonwealths  at  present  are  found  in  connection 
with  the  corporation  taxes.  In  most  of  the  southern 
commonwealths  the  license  taxes  are  arranged  by 
classes,  each  class  of  receipts  or  sales,  etc.,  paying  a 
fixed  sum  different  from  the  preceding  class.  But 
this  is  notr  graduated  taxation,  as  the  term  is  usually 
understood,  and  as  it  is  used  in  this  monograph.  On 
the  other  hand,  some  of  the  taxes  on  transportation 
companies  can  lay  claim  to  this  designation.  For 
instance,  in  Maine  the  "excise  tax"  on  railroads 
varies  from  one-fourth  of  one  per  cent  to  three 
and  a  quarter  per  cent  of  the  earnings,  the  lowest 
rate  being  applied  when  the  earnings  are  $1,500  per 
mile  and  under,  and  the  rate  increasing  one-fourth  of 
one  per  cent  for  every  $750  earnings  per  mile.^  In 
Wisconsin  the  so-called  "license  fees  "on  railroads  are 
five  dollars  per  mile  on  earnings  under  $1,500  per 
mile;  the  same  plus  two  per  cent  on  the  excess  over 
$1,500,  when  earnings  vary  from  $1,500  to  $8,000; 
and  four  per  cent  when  earnings  exceed  $3,000  per 
mile.-  So  also  in  Michigan  the  "specific  tax"  on  rail- 
roads ranges  from  two  to  two  and  a  half,  three,  three 
and  a  half,  and  four  per  cent  according  as  the 
earnings  are  less  than  $2,000  a  mile,  $2,000-4,000, 
$4,000-0,000,  $6,000-8,000,  or  over  $8,000  a  mile.^  In 
Vermont,  until  very  recently,  the  rate  of  tax  on 
railroad  companies  was  two  per  cent  for  the  first 
$2,000  earnings  per  mile,  three   per  cent  for  the  first 

^Maine,  "Revised  Statutes,"  title  1,  sec.  42,  as  amended  by  Acts 
of  1893,  chap.  166. 

-Wisconsin   "Annotated  Statutes,"  §  \2\?i. 
3 Michigan,  Laws  of  1893,  no.  129. 
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additional  $1,000;  four  per  cent  for  the  next  addi- 
tional $1,000;  five  per  cent  for  everything  over  $4,000 
earnings  per  mile.^ 

The  last  few  years  have  seen  a  decided  impetus 
to  the  movement  in  favor  of  a  graduated  scale  in 
the  inheritance  taxes.  During  the  session  1S92-3 
bills  to  introduce  progressive  inheritance  taxes  were 
introduced  in  Nebraska,  New  York  and  Pennsylva- 
nia, and  in  the  latter  state  the  bill  even  passed  the 
lower  house.  The  scheme  is  now  being  actively 
discussed  in  other  commonwealths.  It  is  safe  to 
predict  an  adoption  of  the  graduated  principle  in 
the  near  future. 

In  Canada  the  progressive  scale  was  actually  intro- 
duced in  two  provinces  in  1892.  In  Ontario  the 
rates  for  certain  direct  relations  are  two  and  one-half 
per  cent,  when  the  estate  is  between  $100,000  and 
$200,000,  and  five  per  cent  when  it  exceeds  $200,000. 
In  Nova  Scotia  the  two  and  one-half  per  cent  rate 
applies  only  to  an  excess  above  $25,000,  and  the  five 
per  cent  rate  to  any  excess  above  $100,000.  For 
other  relatives  and  strangers  the  tax  in  both  provinces 
is  proportional,  or  rather  it  is  graduated  according 
to  relationship,  not  according  to  the  amount  of  the 
estate,  being  five  per  cent  for  certain  relatives  and 
ten  per  cent  for  distant  relatives  and  strangers. - 

From  the  above  review  it  is  evident,  therefore, 
that  the  tendency  toward  progressive  taxation  is 
almost  everywhere  on  the  increase.  Whether  we 
deplore  it  or  not,  democracy  is  asserting  itself  more 

^See  my  article  on  "The  Taxation  of  Corporations,"  in  Political 
Science  Quarterly,  v,  291.  The  tax  was  made  proportional  in  1890. 
Laws  of  1890,  chap.  3,  p.  5. 

^Cf.  West,  "The  Inheritance  Tax,"  52-5r). 
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vigorously,  and  it  is  precisely  in  the  most  democratic 
countries  like  Australia  and  Switzerland  that  the 
movement  in  favor  of  progressive  taxation  is  the 
strongest.  The  results  thus  far,  as  we  have  seen, 
have  not  been  of  a  character  to  justify  the  fears 
of  the  alarmists.  In  Switzerland  the  national  pros- 
perity is  on  the  increase,  capital  is  growing  and  the 
principle  of  graduated  taxation  is  no  longer  deemed 
debatable.  Its  application  has  given  general  satis- 
faction. In  Australia,  Sir  Charles  Dilke  tells  us,' 
the  institution  of  private  property  has  not  been 
weakened,  nor  has  capital  been  driven  away.  The 
people  are  satisfied  with  the  progressive  principle 
and  are  extending  its  operation  year  by  year.  In 
Germany  and  Austria  progression,  as  a  principle,  is 
no  longer  seriously  combated.  And  even  in  England 
a  graduated  income  tax  has  become  one  of  the  planks 
of  the  radical  platform.  As  the  Hon.  James  Bryce 
writes  in  a  recent  letter:  "Progressive  inheritance 
and  income  taxes  are  likely  to  figure  largely  in  time 
to  come  in  European  politics."  And  the  same  state- 
ment may  be  hazarded  of  American  politics  as  well. 
The  facts,  therefore,  seem  to  be  in  the  direction  of 
progressive  taxation.  Let  us  endeavor  to  ascertain 
what  the  verdict  of  theory  is. 

1  "Problems  of  Greater  Britain,"  part  vi,  chap.  1. 
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THE  THEORY  OF  PROGRESSIVE  TAXATION. 


CHAPTER   I. 

THE    SOCIALISTIC    AND    COMPENSATORY 
THEORIES. 

There  is  scarcely  any  topic  of  economic  inquiry 
which  has  aroused  the  interest  of  scientists  and 
would-be  reformers  more  than  the  theory  of  progres- 
sive taxation.  Yet,  with  but  few  exceptions,  almost 
every  writer  has  simply  advanced  his  own  views  on 
this  topic,  without  reference  to  the  work  of  his 
predecessors  or  an  adequate  discussion  of  the  argu- 
ments of  his  opponents.  It  will  be  my  purpose  in 
what  follows  to  collect  every  valuable  argument  that 
may  have  been  advanced  on  any  side  of  the  contro- 
versy in  order  that  we  may  attain  a  firm  basis  for 
our  own  conclusions.  In  order  to  avoid  undue 
digressions,  the  detailed  history  of  each  important 
theory  is  relegated  to  the  historical  appendices. 

The  arguments  that  have  been  advanced  in  favor 
of  progressive  taxation  may  be  grouped  in  three 
classes  which  must  be  carefully  distinguished.  These 
I  shall  call  respectively  the  socialistic,  the  compensa- 
tory and  the  economic  theories. 

The  foremost  scientific  advocate  of  the  socialistic 
theory  of  progression  is  the  German  economist, 
Adolf  Wagner.     Wagner  distinguishes  between  the 
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purely  fiscal  period  in  the  history  of  public  finance, 
and  the  socio-political  period.  The  essence  of  the 
first  period  consists  in  the  simple  endeavor  on  the 
part  of  the  government  to  raise  a  revenue  adequate 
to  its  needs.  The  essence  of  the  second  period  con- 
sists in  the  predominance  of  social  reasons  over 
purely  fiscal  reasons.  The  state  is  no  longer  satisfied 
merely  with  raising  an  adequate  revenue,  but  now 
considers  it  a  duty  to  interfere  with  the  rights  of 
private  property  in  order  to  bring  about  a  more 
equitable  distribution  of  wealth.  The  fiscal  policy 
looks  merely  to  the  needs  of  the  administration;  the 
socio-political  policy  looks  at  the  relations  of  social 
classes  to  each  other,  and  the  best  methods  of  satis- 
factorily adjusting  these  relations.  The  fiscal  policy 
necessarily  results  in  proportional  taxation;  the 
socio-political  policy  results  in  progressive  taxation. 
The  ethical  demands  of  modern  civilization  are 
everywhere  preparing  the  way  for  a  transition  from 
the  old  fiscal  period  to  the  incipient  socio-political 
period.  It  is  these  ethical  or  social  reasons  alone 
which  can  logically  serve  as  a  basis  for  progressive 
taxation. 

This  distinction  of  Wagner  is,  however,  entirely 
baseless.  It  is  not  true  historically  that  the  tax 
policy  of  various  nations  has  been  adjusted  solely 
with  reference  to  purely  fiscal  reasons.  All  govern- 
ments have  allowed  social  considerations  in  the  wider 
sense  to  influence  their  revenue  policy.  The  whole 
system  of  protective  duties  has  been  framed  not 
merely  with  reference  to  revenue  considerations,  but 
in  order  to  produce  results  which  should  directly 
affect  social  and  national  prosperity.  Taxes  on 
luxuries  have  often  been  mere  sumptuary  laws  de- 
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signed  as  much  to  check  consumption  as  to  yield 
revenue.  Excise  taxes  have  frequently  been  levied 
from  a  wide  social,  as  w^ell  as  from  a  narrow  fiscal, 
standpoint.  From  the  very  beginning  of  all  tax 
systems  these  social  reasons  have  often  been  present. 
The  attempt  to  sharply  distinguish  such  periods  his- 
torically is,  therefore,  unsuccessful. 

But,  on  the  other  hand,  it  is  not  allowable  to  con- 
found this  undoubtedly  social  element  in  all  fiscal 
policy  with  what  Wagner  calls  the  socio-political,  or 
what  may  be  called  more  correctly  the  socialistic, 
element.  From  the  principle  that  the  state  may 
modify  its  strict  fiscal  policy  by  considerations  of 
general  national  utility  to  the  principle  that  it  is  the 
duty  of  the  state  to  redress  all  inequalities  of  fortune 
among  its  private  citizens  is  a  long  and  dangerous 
step.  It  would  land  us  not  only  in  socialism,  but 
practically  in  communism.  If  this  were  one  of  the 
acknowledged  functions  of  government,  it  would  be 
useless  to  construct  any  science  of  finance.  There 
would  be  only  one  simple  principle:  confiscate  the 
property  of  the  rich  and  give  it  to  the  poor. 

The  difference  between  the  social  element  and 
Wagner's  socio-political  idea  is  the  difference  be- 
tween social  reform  and  socialism.  We  may  indeed 
deprecate  the  existing  conditions  which  affect  the 
distribution  of  wealth.  But  where  so  much  is  spoken 
of  just  and  unjust  arrangements,  it  is  necessary  to 
come  to  an  understanding  exactly  what  justice  means. 
Justice,  in  so  far  as  the  action  of  the  state  is  con- 
cerned, consists  in  holding  the  balance  equal;  in 
giving  none  an  undue  advantage;  in  affording  each 
individual  equal  rights  before  the  law  and  equal 
opportunities    to    develop    his    own    talents    and  re- 
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sources.  Justice  indeed  demands  that  the  state 
should  do  nothing  consciously  and  purposely  to 
increase  inequality  of  wealth;  but  it  cannot  demand 
that  the  state  should  do  away  with  inequality  of 
wealth.  Justice  in  the  sense  of  equality  may  demand 
great  changes  in  the  existing  forms  of  taxation;  but 
that  is  a  question  by  itself.  It  involves  the  problem 
of  the  equal  treatment  of  all,  as  over  against  historic 
inequality  and  its  survivals  in  the  tax  systems  of 
the  world  to-day.  In  that  sense  indeed  there  is 
room  and  need  for  social  reform;  but  it  is  a  reform 
which  consists  in  checking  the  continuance  of  old 
unequal  laws,  not  in  fostering  the  growth  of  new 
unequal  laws.  Legal  justice  means  legal  equality; 
but  a  legal  equality  which  would  attempt  to  force 
an  equality  of  fortune  in  the  face  of  inevitable 
inequalities  of  native  ability  would  be  a  travesty  of 
justice. 

We  may  indeed  grant  the  crying  need  for  social 
reform.  But  in  so  far  as  the  government  is  concerned 
the  possibility  of  social  reform  lies  rather  in  the 
general  attitude  of  the  legislator  in  social  and  indus- 
trial matters.  And  even  in  so  far  as  finance  is 
concerned,  the  chief  social  reforms  are  in  the  domain 
of  outlay  and  expenditure  rather  than  in  that  of 
revenue.  The  desirable  social  reforms  consist  in 
extending  the  benefits  of  governmental  activity  to 
the  poor  and  needy,  and  in  enabling  even  the  lowest 
classes  to  participate,  as  far  as  possible,  in  the 
advantages  of  progressive  civilization.  Even  here 
it  is  a  question  how  far  it  is  desirable  to  go;  and  the 
answer  depends  not  alone  on  fiscal  reasons,  but  also 
on  wider  considerations  of  general  governmental 
polic3^     But  at  all  events  the  so-called  socio-political 
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theory  is  untenable  in  so  far  as  it  implies  a  conscious 
effort  on  the  part  of  the  state  to  levy  higher  taxes 
on  the  rich  in  order  to  reduce  them  to  the  level  of 
the  poor. 

This  theory,  moreover,  is  not  new  with  Wagner. 
As  far  back  as  the  fifteenth  century  when  the  whole 
Florentine  republic  was  convulsed  with  the  conflict 
as  to  the  progressive  tax — la  decima  scalata^ — 
the  distinguished  historian  and  publicist,  Guicciar- 
dini,  wrote  two  remarkable  treatises  in  which 
he  discussed  the  arguments  for  and  against  pro- 
gression. In  the  first  essay  he  really  foreshadows 
many  of  the  most  important  of  the  recent  theories 
on  the  subject,  including  what  have  been  termed  the 
economic  theories  ;  but  he  nevertheless  lays  the  chief 
stress  on  the  argument  that  progressive  taxation 
will  lessen  the  disparity  of  fortunes  and  prevent  the 
excessive  accumulation  of  wealth.  Progressive  tax- 
ation, in  short,  must  be  defended  on  general  con- 
siderations of  social  policy.  Guicciardini  himself, 
it  is  true,  sides  with  the  opponents  of  progression, 
whose  arguments  he  develops  in  the  second  essay  ; 
but  his  first  essay  remains  of  great  importance 
to-day  yet  as  reflecting  the  arguments  of  the  earliest 
literary  advocates  of  the  principle  of  progression.  It 
is  remarkable  that  it  should  have  received  so  little 
attention  outside  of  Italy.- 

^See  above  p.  23. 

^The  two  essaj's  were  first  published  separately  under  the  title, 
"  La  decima  scalata  in  Firenze,"  1849,  but  were  afterwards  included 
in  Guicciardini's  "  Opere  Inedite,"  vol.  x.  The  first  one  to  call 
attention  to  these  arguments  was  Canestrini,  "  La  Scienza  e  1  'Arte 
di  Stato  desunta  dagli  Atti  officiali  della  Repubblica  Fiorentina. 
Parte  I.  L'Imposta  sulhi  Ricchezza  mobile  e  immobile"  (1862), 
219  et  seq.  Ricca-Salerno,  "  Storia  delle  Dottrine  Finanziarie  in 
Italia"  (1881),  3G  ei  seq.,  also  refers  to  them. 
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Later  on,  not  to  speak  of  the  mediaeval  socialists, 
we  find  the  same  theory  in  Rousseau.  It  was 
Rousseau's  ideal  to  reduce  all  to  an  equalit}^  but  his 
equality  was  that  of  the  natural  man,  the  savage. 
It  was  for  this  reason  that  he  advocated  progressive 
taxation.^  So  also  Baboeuf,  during  the  French 
Revolution,  looked  upon  progressive  taxation  as  a 
useful  engine  to  do  away  with  private  property. - 
And  when  w^e  come  to  the  economists  we  find  the 
principle  already  expressed  in  the  third  quarter  of 
the  eighteenth  century  by  von  der  Lith.^  Since  then 
it  has  been  occasionally  urged,  most  recently  by  the 
German  economist,  von  Scheel.^ 

If,  therefore,  the  socio-political  argument  were  the 
only  ground  for  progressive  taxation,  it  is  plain  that 
it  could  not  be  upheld  at  all.  The  socialistic  argu- 
ment, which  undoubtedly  lies  at  the  basis  of  many 
of  the  demands  for  progressive  taxation,  must  be 
unconditionally  rejected  by  all  those  who  are  not 
prepared  to  enroll  themselves  logically  among  the 
socialists.  But,  unfortunately,  most  of  the  middle 
classes,  as  well  as  many  professed  economists,  have 
confounded    the    economic    theory    of    progressive 

^Jean  Jacques  Rousseau,  "Discours  sur  I'Economie  Politique," 
vol.  1,  252,  of  the  Geneva  edition. 

-Q/.  Advielle,  "  Histoirede  Gracchus  Baboeuf  et  du  Babouvisme  " 
(1884),  i,  chap.  viii. 

^"Ein  weiser  Regent  wird  mithin  die  Steuern  dazu  anwenden, 
um  die  gemeldete  Ungleichheit  des  Vermogens  seiner  Unter- 
thanen  zu  vermindern.  "Wenigstens  wird  er  dieselbe  nicht  durch 
die  ungleichen  Anlagen  vermehren."  Von  der  Lith,  "  Neue 
Abhandlung  von  den  Steuern"  (17GG),  sec.  36. 

*v.  Scheel,  "  Die  progressive  Besteuerung."  In  Tiibinger  Zeit- 
schrift  fur  die  rjesammte  Staatsioissenscliaft,  vol.  31  (1875),  273.  He 
bases  his  demand  on  what  he  calls  the  socio-political  reasons,  thus 
using  the  same  term  which  Wagner  later  adopted. 
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taxation  with  the  socialistic  theory,  and  have 
assumed  that  progressive  taxation  necessarily  implies 
socialism  and  confiscation.* 

This  is,  perhaps,  the  reason  of  the  fierce  denuncia- 
tion with  which  the  project  of  progressive  taxation 
has  often  been  met.  Thus,  at  the  time  of  the  dis- 
cussion of  the  first  income  tax  in  the  English  Parlia- 
ment, in  1799,  Lord  Auckland  said  that  graduated 
taxation  was  outright  revolutionary.^  So  the  German 
statesman,  Gentz,  said  that  progressive  taxation  was 
not  much  better  than  common  thievery.^  And  when 
Turgot,  the  celebrated  French  statesman,  was  pre- 
sented with  a  project  of  progressive  taxation,  he 
wrote  on  the  margin,  "  We  must  execute  the  author, 
not  the  project."* 

But  it  is  absolutely  erroneous  to  assume  that  pro- 
gressive taxation  necessarily  implies  socialism  and 
confiscation.  It  is  perfectly  possible  to  repudiate 
absolutely  the  socialistic  theory  of  taxation  and  yet 
at  the  same  time  to  advocate  progressive  taxation  on 
purely  economic  grounds.  One  may  be  an  arch  indi- 
vidualist and  nevertheless  believe  in  progressive 
taxation.     We  shall  see  this  when  we  take  up  the 

^This  is  true  of  a  whole  host  of  writers  in  every  language.  The 
ablest  American  exponent  of  this  view  is  Mr.  David  A.  Wells.  Cf. 
his  "The  Communism  of  a  Discriminating  Income  Tax,"  North 
American  Review,  March,  ]S80. 

-Progressive  taxation  "would  be  contrary  to  all  the  safety  and 
rights  of  property";  it  would  "be  worthy  only  of  the  French 
Council  of  Five  Hundred";  and  it  "would  amount  to  neither 
more  nor  less  than  the  introduction  of  a  plan  for  equalizing  for- 
tunes," etc.  "The  Substance  of  a  Speech  made  by  Lord  Auckland 
in  the  House  of  Peers  upon  the  Bill  for  granting  certain  Duties 
upon  Income  "  (1799),  25. 

'Gentz,  in  Historische  Journal  (1799),  3.  Quoted  in  Murhard, 
"Theorie  und  Politik  der  Besteuerung"  (1834),  544. 

'"  II  faut  executer  I'auteur,  et  non  le  projet." 
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arguments  of  the  individualistic  school  of  progres- 
sive taxation. 

Before  considering  these  theories  it  may  be  well  to 
notice  briefly  the  views  of  those  who  occupy  a 
middle  ground  and  who  uphold  progressive  taxation 
for  reasons  unconnected  directly  with  either  the 
socialistic  or  the  so-called  economic  arguments.  We 
come  thus  to  what  may  be  termed  the  compensatory 
theories  of  progressive  taxation.  President  Walker, 
e.  g.,  bases  his  defence  of  progressive  taxation  on  two 
considerations:  First,  "the  undoubted  fact  that  dif- 
ferences of  property  and  income  are  due,  in  no  small 
degree,  to  the  failure  of  the  state  in  its  duty  of  pro- 
tecting men  against  violence  and  fraud,"  and  sec- 
ondly, "that  differences  in  wealth  are,  in  a  measure, 
due  to  the  acts  of  the  state  itself  having  a  political 
purpose,  as  treaties  of  commerce,  tariffs,  currency 
legislation,  embargoes,  non-intercourse  acts,  wars, 
etc.""  He  argues  that  where  differences  of  wealth 
may  fairly  be  presumed  to  be  in  a  measure  due  to 
the  state's  own  acts  of  omission  or  commission, 
allowance  should  be  made  therefor  in  the  tax  sys- 
tem.^ And  he  concludes  that  "were  the  highest 
human  wisdom,  with  perfect  disinterestedness,  to 
frame  a  scheme  of  contribution,  I  must  believe  that 
the  progressive  principle  would  in  some  degree  be 
admitted." 

This  defence  of  progressive  taxation  is  in  many 
respects  interesting,  although  it  is  really  not  new 
with  President  Walker.  Progressive  taxation  was 
first    advocated    at    length    on    this    ground    in    the 

iWalker,  "Political  Economy,"  1st  ed.  (1883),  479-480.  In  the  3rd 
edition  (1888)  these  passages  are  omitted  although  the  general  con- 
clusion is  still  retained. 
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remarkable  work  of  a  woman,  Mile.  Royer,  which 
was  crowned  by  the  Council  of  State  of  Yaud  in 
Switzerland  at  the  time  of  the  great  international 
convention  on  taxation  in  Lausanne  in  1860.^  Miss 
Royer  takes  the  ground  that  it  is  the  duty  of  the 
state  to  compensate  individuals  for  the  "  accumulated 
results  of  legal  iniquities,"  and  that  this  means  pro- 
gressive taxation.-  The  same  idea,  in  fact,  is  already 
found  in  the  French  writer  Villiaume,  who  upholds 
progressive  taxation  on  the  ground  that  "taxation 
ought  to  counterbalance  the  inequalities  consecrated 
by  custom  and  by  law."''  Another  earnest  advocate 
of  the  compensatory  theory  is  the  noted  economist 
CourcelleSeneuil.  Progressive  taxation,  says  he,  is 
in  itself  neither  good  nor  bad.  Up  to  a  certain  point 
it  is  highly  desirable.  Beyond  that  it  becomes  per- 
nicious. That  is  to  say,  the  possession  of  wealth 
already  gives  the   rich  many  advantages  over  the 

^Five  monographs  out  of  forty -five  received  prizes,— those  of 
Proudhon,  Lassaut  (a  Parisian  lawyer),  Mile.  Royer,  Professor 
Walras  and  M.  Romiol.  Proudhon,  Walras  and  Mile.  Royer  pub- 
lished their  works,  each  of  which  will  be  noticed  in  the  course  of 
this  discussion. 

=  The  characteristic  passages  are  as  follows:  "  L'ideal  de  la  jus- 
tice distributive  consiste  a  reparer  les  inegalites  et  les  torts  de  la 
nature.  Au  contraire,  dans  le  passe,  la  legalite  si  souvent  contraire 
a  la  justice  a  toujours  aggrave  ces  inegalites  et  ces  torts.  II  faut 
maintenant  compenser  avec  lenteur  et  prudence  ce  que  cette  action 
de  la  loi  a  eu  de  funeste  dans  le  pass(§."  And  again:  "Dansle 
cas  particulier  ou  le  present  doit  reparer  un  heritage  d'iniquite 
leguee  par  le  passe,  la  proportion  pent  etre  plus  oumoins  progres- 
sive, suivant  qu'on  veut  compenser  plus  ou  moins  rapidement, 
I'ecart  produit  dans  les  conditions  sociales  par  le  fait  decesini- 
quites  legales  accumulees."  Clemence  Auguste  Royer,  ''Theorie 
de  I'Impot  ou  la  Dime  Sociale"  (1862),  i,  64.     Cf.  chap,  iv,  p.  47. 

^"  L'impot  doit  contrebalancer  les  inegalites  consacrees  par  les 
moeurs  ou  les  lois."  Villiaume,  "Nouveau  Traits  d'Economie  Poli- 
tique" (1857),  137.     See  also  2nd  edition  (1866),  238  and  244. 
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poor,  and  the  legal  conditions  of  society  naturally 
favor  the  rich.  A  progressive  tax  which  would 
simply  attenuate  and  diminish  these  advantages  of 
the  rich  would  be  useful  and  just.  But  to  go  beyond 
this  limit  and  to  weaken  the  desire  to  acquire  wealth 
would  be  an  irreparable  misfortune.'  It  is  true  that 
Courcelle-Seneuil's  ideal  is  a  tax  on  consumption,  not 
on  income, — but  the  fact  remains  that  he  favors  the 
progressive  scale  for  the  reason  noted. 

The  compensatory  theory  of  progressive  taxation 
is,  however,  not  convincing.  Its  defect  consists  in 
the  point  to  which  President  Walker  himself  alludes. 
It  is  utterly  useless  as  a  standard.  It  is  absolutely 
impossible  to  lay  down  any  general  principles  by 
which  this  influence  of  the  state  in  creating  inequal- 
ities of  fortune  may  be  measured.  If  progression  is 
regarded  as  an  inequality,  then  it  is  impossible  to 
correct  one  inequality  by  another  inequality  unless 
it  could  be  shown  that  the  second  inequality  would 
in  every  respect  fit  into  and  counterbalance  the  first 
inequality.  The  test  is  impracticable.  And  if  this 
were  the  sole  defence  of  progressive  taxation,  it 
might  be  as  well  to  abandon  the  contention  at  once. 
What  I  have  termed  the  economic  arguments  have, 

^"  Si  la  progression  de  I'impot  etait  telle  qu'elle  pilt  eteindre  ou 
diminuer  sensiblement  le  desir  de  s'enrichir,  elle  porterait  un  coup 
funeste  at  peut-etre  irreparable  a  la  production.  Mais  si  la  progres- 
sion etait  mediocre,  elle  compenserait  a  peine  les  avantages  nom- 
breux  que  I'appropriationparl'echange  assure  aux  citoyens  riches, 
et  ne  decouragerait  personne;  elle  ne  retablirait  pas  m^me  I'egalite 
des  conditions  dans  le  concours  ouvert  entre  les  riches  et  les 
pauvres.  .  .  Le  but  de  I'impot  progressif  ne  doit  pas  etre  de  d^- 
truire,  mais  seulement  de  diminuer  les  avantages  que  procure 
naturellement  aux  riches  sur  les  pauvres  la  possession  d'une  grande 
fortune."  Courcelle-Seneuil,  "  Traite  th^orique  et  pratique  d' 
Econoraie  Politique,"  2nd  ed.  (1867),  ii,  206. 
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however,  not  been  alluded  to  by  President  Walker, 
although  they  are  of  far  more  importance. 

Of  a  similar  character,  although  of  somewhat 
greater  force,  is  the  argument  which  upholds  pro- 
gression of  some  one  particular  tax  on  the  ground 
of  its  acting  as  a  counterpoise  to  the  influence  of 
other  taxes.  When  indirect  taxes  exist  they  often, 
it  is  said,  act  regressively  and  hit  the  poor  harder 
than  the  rich.  The  direct  tax  with  its  progressive 
scale  is  to  act  as  an  engine  of  reparation.  In  order 
to  attain  equal  treatment  the  regressive  indirect  taxes 
must  be  counterbalanced  by  the  progressive  direct 
tax.  Proportionality  of  taxation  is  still  the  real 
ideal,  but  the  departure  from  proportional  taxation 
in  one  direction  must  be  met  by  an  equal  departure 
in  the  opposite  direction.  This  argument  I  would 
term  the  "special  compensatory  theory"  as  over 
against  the  general  compensatory  theory.  The  gen- 
eral compensatory  theory  upholds  progression  as  a  gen- 
eral principle;  the  special  compensatory  theory  aims 
at  proportion  in  general,  but  is  willing  to  accept  pro- 
gression in  some  particular  tax  in  order  the  better  to 
realize  the  ultimate  proportion. 

This  contention  is  undoubtedly  of  some  force  in 
tending  to  justify  a  progressive  income  or  property 
tax  in  practice  without  upholding  general  progres- 
sion in  theory.  Some  of  the  fiercest  opponents  of 
the  general  theory  of  progression  favor  a  progressive 
income  or  property  tax  on  this  ground.  So  again  a 
progressive  rental  tax  is  frequently  upheld  as  being 
in  reality  a  proportional  tax,  because  of  the  fact  that 
as  house  rent  decreases,  its  proportion  to  expendi- 
ture or  income  increases,  especially  in  the  middle 
and    lower    classes.     Such  an  ultra-conservative  as 
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Leroy-Beaulieu  advocates  progression  here,  without 
seeing  however  that  the  argument  is  applicable  to 
other  taxes  as  well.  Progressive  taxation  of  this 
kind  is  therefore  really  taxation  proportional  to  in- 
come or  property.  Let  us,  however,  pass  over  these 
arguments  in  favor  of  what  may  be  called  only 
ostensible  progression,  and  consider  the  economic 
arguments  that  may  be  advanced  for  and  against 
progressive  taxation  as  a  general  theory. 

The  real  contest  between  the  principles  of  pro- 
portion and  progression  turns  about  the  fundamental 
question  as  to  the  basis  of  taxation — the  theory  of 
benefits  or  the  theory  of  ability.  On  the  one  hand 
we  have  the  theory  that  a  man  should  pay  taxes  in 
proportion  to  the  benefits  that  accrue  to  him  from 
the  state — the  so-called  give-and-take,  or  quid-jpro- 
quo  doctrine,  also  known  as  the  enjoyment,  or  bar- 
gain-and-sale,  or  exchange,  or  reciprocal,  or  social- 
dividend  theory.  Of  this,  minor  variations  are  the 
protection  and  insurance-premium  theories.'  They 
all  in  last  resort  mean  taxation  according  to  ben- 
efits received,  and  we  have  hence  summed  them  up 
under  the  name  of  the  theory  of  benefits.  On  the 
other  hand  we  have  the  theory  that  a  man  should 
pay  taxes  in  accordance  with  his  faculty  or  ability 

^The  term  qmd  p7'o  quo  was  first  used  by  J,  S.  Mill.  The  term 
"bargain-and-sale"  theory  is  due  to  lienning,  "A  just  Income  tax, 
how  possible"  (1851),  5.  The  term  "social-dividend"  theory  was 
adopted  by  Parieu,  "Traite  des  Impots,"  2nd  ed.  (18G6),  i,  30,  but 
is  first  found  in  Chauvet.  The  term  "exchange"  theory  is  due  to 
Proudhon,  who  boldly  declared  "I'impot  est  un  echange."  The 
term  "enjoyment"  theory  {Genuss-theorie)  is  the  one  commonly 
used  by  the  German  writers.  The  term  "reciprocal"  or  "reciprocity" 
theory  is  due  to  Cooley,  "Law  of  Taxation,"  14,  who  speaks  of  tax- 
ation and  protection  as  reciprocal. 
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to  pay,  or  contributive  capacity, — and  as  this  faculty 
may  be  regarded  from  the  two  standpoints  of  pro- 
duction and  consumption  it  is  to  a  certain  extent 
affected  by  the  degree  of  sacrifice  which  the  tax- 
payer is  called  upon  to  make. 

We  must  take  it  for  granted  in  this  place  that  the 
theory  of  benefits  as  the  controlling  principle  in  gen- 
eral taxation  has  been  discarded  in  favor  of  the  other 
theory.  To  prove  this  in  detail  and  to  point  out  the 
considerations  which  limit  the  general  theorem  would 
require  a  discussion  which  belongs  rather  to  the 
general  bases  of  taxation.  The  point  which  we  de- 
sire to  emphasize  here  is  that  the  theory  of  benefits 
has  usually  led  to  the  principle  of  proportion;  and 
that  the  theory  of  ability  or  sacrifice  has  usually  led 
to  the  principle  of  progression.  But  this  has  not 
been  universally  true.  For  in  a  few  cases  the  theory 
of  benefits  has  led  to  the  principle  of  progression, 
while  the  theory  of  ability  has  sometimes  led  not 
only  to  the  principle  of  proportion,  but  also  to  the 
principle  of  degression  rather  than  of  progression. 
It  will  be  our  function  to  subject  these  various  theo- 
ries and  conclusions  to  a  careful  criticism,  in  order 
to  ascertain  which,  if  any,  is  the  defensible  doctrine. 


CHAPTER    II. 

THE    BENEFIT   THEORY. 

The  old  doctrine  of  taxation  was  that  of  benefits. 
It  held  that  taxes  must  stand  in  a  definite  relation  to 
the  advantages  derived  by  the  individual  citizen. 
Since  protection  was  generally  regarded  as  the  chief 
function  of  the  state,  the  conclusion  was  drawn  that 
taxes  must  be  adjusted  to  the  protection  afforded. 
Taxes  were  looked  upon  as  premiums  of  insurance 
which  individuals  paid  to  the  collective  insurance 
company — the  state — in  order  to  enjoy  their  posses- 
sions in  peace  and  security. 

The  natural  conclusion  from  this  doctrine  was 
proportionality  of  taxation.  The  larger  a  man's 
property  or  income,  the  greater  are  the  benefits  that 
accrue  to  him  from  the  protection  of  the  state.  An 
insurance  company  fixes  its  premiums  in  exact  pro- 
portion to  the  value  of  the  property;  for  the  value 
of  the  property  determines  the  extent  of  the  risk. 
So  in  the  same  way  the  state  must  charge  for  its 
activities  and  exertions,  proportioning  each  charge 
to  the  amount  of  its  efforts,  and  measuring  the  ex- 
penditure of  the  effort  by  the  exact  amount  of  the 
property  or  the  income  protected.  The  logically 
necessary  outcome  of  this  theory  was  declared  to  be 
the  proportional  taxation  of  all  property  or  income. 

This  conclusion,  however,  was  first  modified  and 
then  openly  attacked.  The  modification  consisted 
in  the  introduction  of  the   theory  of  the   exemption 
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of  the  minimum  of  subsistence.  As  regards  the 
property  tax  this  took  the  shape  of  the  demand  of  a 
proportional  taxation  not  of  all  property,  but  of  all 
property  in  excess  of  a  definite  minimum.  As 
regards  the  income  tax  the  modification  was  known 
as  the  clear-income  theory  of  taxation.  This  theory 
•was  not  much  else  than  the  acceptance  of  the  Ricar- 
dian  view  of  income.  Ricardo  says  that  "the  power 
of  paying  taxes  is  in  proportion  to  the  net,  and  not 
in  proportion  to  the  gross  revenue,"*  By  net  income 
he  means  gross  income  less  expenses  of  production. 
Now  the  advocates  of  the  clear-income  theory  held 
that  the  laborers'  outlay  for  necessaries  also  consti- 
tutes an  expense  of  production.  Hence  the  demand 
for  the  exemption  of  the  minimum  of  subsistence. 
Moreover,  some  writers  went  further  and  extended  the 
conception  of  clear  income.  They  maintained  that 
not  only  the  necessary  expenses  of  sheer  subsistence, 
but  also  the  expenses  which  contribute  to  maintain 
a  standard  of  comfort  should  be  declared  expenses 
of  production.  The  amount  of  income  exempted 
would  thus  be  considerably  larger.  But  all  the 
excess,  or  the  clear  income  over  and  above  these 
expenses  of  production,  should  still  be  taxed  pro- 
portionately, because  of  the  benefit  theory.-  The 
taxable  income  is  the  clear  income.  Proportional 
taxation  therefore  means  proportional  taxation  of 
clear  income  only. 

'Ricardo,  "Principles  of  Political  Economy  and  Taxation," 
chap.  xxvi.  For  a  history  of  the  clear-income  and  total-income 
theory  see  Schmoller,  "Die  Lehre  vom  Einkommen  in  ihrem  Zu- 
sammenhang  mit  den  Grundprincipien  der  Steuerlehre,"  in  Tiib- 
inger  Zeitschrift,  vol  xix  (1803),  1-86,  Cf.  also  Meyer,  "Das  "Wesen 
des  Einkommen"  (1887),  introduction,  1-28. 

-I  do  not  mean  to  infer  by  this  that  all  the  advocates  of  the  clear, 
income  doctrine  were  believers  in  the  give-and-take  theory.  We 
shall  see  later  on  that  this  is  not  the  case. 


I 
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It  is  plain  that  this  really  is  proportional  taxation 
in  a  very  peculiar  sense,  and  that  proportional  taxa- 
tion of  clear  income,  ?'.  e.,  income  above  a  fixed 
minimum,  is  really  degressive  taxation  of  total  in- 
come. And  thus  without  knowing  it  many  advocates 
of  so-called  proportional  taxation  really  favor  non- 
proportional  taxation.  It  may  be  said,  moreover,  in 
criticism,  that  this  idea  of  clear  income  is  open  to 
serious  objection.  For  as  soon  as  we  extend  the 
idea  of  minimum  of  subsistence  so  as  to  include  a 
standard  of  comfort, — that  is  as  soon  as  we  say  that 
not  only  absolutely  necessary,  but  also  relatively 
necessary  expenses  should  be  deducted, — clear  income 
or  taxable  income  becomes  a  variable  quantity,  be- 
cause not  a  fixed  but  a  variable  minimum  must  be 
deducted  in  each  case.  And  since  wealthier  indi- 
viduals generally  have  a  higher  standard  of  life — 
for  they  consider  almost  as  necessaries  what  the 
poor  look  upon  as  luxuries — it  would  follow  that  the 
wealthier  a  man  is,  up  to  a  certain  point,  the  greater 
should  be  the  amount  exempted  from  taxation. 
Proportional  taxation  of  clear  income  might  in  this 
case  be  not  degressive,  but  regressive,  taxation  of 
total  income;  it  might  actually  tax  the  poor  man 
more  than  the  rich  man.  Clearly,  therefore,  if  the 
idea  of  clear  income  be  accepted  at  all,  it  must  be 
restricted  to  the  surplus  above  a  fixed  minimum  of 
necessary  subsistence. 

Not  only  was  the  doctrine  of  proportional  taxation 
modified  in  this  way,  but  it  was  soon  formally  at- 
tacked, and  from  two  sides.  On  the  one  hand  the 
inadequacy  of  the  basis  was  pointed  out;  it  was 
affirmed  that  taxes  cannot  and  should  not  be  propor- 
tioned to  benefits.  On  the  other  hand,  while  the 
6 
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basis  was  still  upheld,  the  validity  of  the  conclusion 
was  denied.  That  is,  it  was  still  asserted  that  taxes 
must  be  paid  in  accordance  with  benefits;  but  it  was 
shown  that  benefits  were  not  proportional  to  property 
or  income.  Let  us  take  up  the  last  objection  first, 
especially  since  it  has  been  almost  completely  over- 
looked. 

The  benefits  to  the  individual,  said  some  writers, 
increase  faster  than  his  property  or  income.  Most 
of  the  public  expenses  are  incurred  to  protect  the 
rich  against  the  poor,  and  therefore  the  rich  ought 
to  contribute  not  only  actually,  but  relatively  more. 
Certain  governmental  expenses,  said  other  writers, 
confer  an  equal  or  proportional  benefit  on  all;  but 
there  are  many  kinds  of  governmental  outlay  which 
have  a  special  value  for  the  rich,  without  losing  the 
equal  value  for  all.  Others  again  confessed  that  the 
benefits  of  state  action  are  theoretically  enjoyed  by 
all,  but  maintained  that  practically  the  benefits  ac- 
crue only  to  the  wealthier  classes.  Finally,  some 
writers  went  so  far  as  to  invoke  the  aid  of  mathe- 
matics, and  to  try  to  prove  that  protection  actually 
increases  faster  than  property  or  income.  The  value 
of  state  protection  to  a  man  worth  one  million  dollars 
is  not  ten  times  as  much  as  its  value  to  the  man 
worth  one  hundred  thousand  dollars,  but  far  more 
than  ten  times  as  much.  The  insurance  argument, 
say  these  writers,  proves  the  contrary  of  what  it  is 
intended  to  prove.  For  insurance  companies  fix  their 
premiums  not  only  in  proportion  to  the  amount 
insured,  but  also  according  to  the  risks,  so  that  the 
same  amounts  often  pay  different  premiums.  Now  a 
million  dollars  belonging  to  one  man  is  in  greater 
risk  of  being  stolen  or  pillaged  than  the  same  amount 
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distributed  among  several  men.  Therefore  the  tax- 
rate  or  insurance  premium  ought  to  be  higlier  Thus 
from  all  these  different  points  of  view  writers  who 
firmly  believe  in  the  benefit  theory  are  forced, 
logically  as  they  think,  to  demand  progressive 
taxation. 

_  The  situation  is  a  curious  one.  The  benefit  theory 
is  usually  regarded  by  its  opponents  as  a  narrow, 
extreme  individualistic,  almost  atomistic  doctrine. 
The  demand  of  progressive  taxation  is  usually 
branded  by  the  individualists  as  a  socialistic  demand. 
Yet  here  we  have  the  arch-individualists  who  demand 
what  other  individualists  regard  as  arch-socialism. 
It  is  a  remarkable  outcome  of  individualism. 

In  reality,  however,  this  defence  of  progressive 
taxation  is  not  very  strong.  Far  from  being  the 
fact  that  the  value  of  protection  increases  faster  than 
property,  the  very  reverse  is  true.  A  man  without 
any  income  or  property  at  all  may  have  more  money 
spent  on  him  in  the  poor-house  than  hundreds  of 
men  with  moderate  incomes.  The  millionaire  who 
is  able  to  hire  his  own  watchmen,  his  own  detec- 
tives, his  own  military  guard,  and  who  often  relies 
more  on  his  individual  efforts  than  on  the  govern- 
ment for  the  protection  of  his  property,  causes  the 
state  less  expense  than  the  man  of  smaller  means 
who  must  depend  entirely  on  the  government.  The 
rich  man  sends  his  children  to  private  schools  and 
colleges,  the  poor-  man  has  his  family  educated  in 
the  public  schools.  The  rich  man  has  his  street 
swept  by  a  hired  laborer,  the  poor  man  has  his 
cleaned  at  the  expense  of  the  city.  The  activity  of 
the  state  is  up  to  a  certain  point  subject  to  the  law 
of  increasing  returns.     If  we  are   to  have  any  com- 
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parison  at  all  between  state  action  and  private 
business,  the  state  may  be  compared  to  a  railroad, 
whose  business  and  whose  receipts  may  increase 
vastly  without  entailing  a  proportionate  increase  of 
outlay,  because  certain  expenses  are  fixed,  not 
variable  charges.  It  does  not  cost  the  state  ten 
times  as  much  to  settle  a  $1,000  lawsuit  as  it  does  to 
settle  a  $100  litigation.  Certain  expenses  of  gov- 
ernment indeed  vary  with  the  value  of  the  property, 
but  the  great  majority  increase  in  a  less  than  pro- 
portionate ratio.  And  from  the  standpoint  of  bene- 
fits conferred,  who  would  have  the  hardihood  to  say 
that  the  poor  man  does  not  value  the  protection 
afforded  to  his  life  and  property  just  as  much  as  the 
rich  man?  As  we  have  just  seen,  he  frequently 
values  it  far  more,  because  of  his  entire  dependence 
on  the  state.  No,  if  protection  or  benefit  is  to  be 
the  sole  test  of  taxation,  the  scale  should  be  gradua- 
ted downward,  not  upward;  neither  the  protection 
nor  the  benefits  grow  in  proportion  to  the  property 
or  income.  Logically,  thus,  it  might  seem  that  the 
poor  man  should  then  pay  relatively  more  than  the 
rich  man. 

This  whole  method  of  argument,  however,  is  in- 
conclusive. The  question  of  advantages  which  an 
individual  derives  from  governmental  action  is  a 
psychological  one.  It  does  not  logically  lead  either 
to  proportion,  or  to  progressive  or  to  regressive  taxa- 
tion. The  degree  to  which  a  taxpayer  values  the 
public  art  galleries,  or  the  public  concerts,  or  clean 
streets,  or  the  decisions  of  the  courts,  or  the  thousand 
and  one  other  benefits  conferred  by  state  action,  de- 
pends on  a  multiplicity  of  motives  which  may  differ 
in   every    individual    case.     A  poor  man  may  value 
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them  more,  or  he  may  value  them  less,  than  a  rich 
man.  Two  equally  rich  men  may  value  them  in  en- 
tirely different  degrees.  There  is  no  exact  and 
absolute  measure  of  advantages.  It  is  absolutely 
impossible  to  apportion  to  any  individual  his  exact 
particular  share  in  the  benefits  of  governmental 
activity.  The  advantages  are  quantitatively  im- 
measurable.' Proportional  taxation  as  a  necessary 
outcome  of  the  benefit  theory  is  just  as  illogical  as 
progressive  taxation  based  on  the  same  theory. 

It  is  this  logical  conclusion  which  has  led  most 
recent  writers  to  abandon  the  premises  that  made 
the  conclusion  possible.  But  some  of  the  advocates 
of  the  give-and-take  theory  sought  to  uphold  the 
general  doctrine  on  slightly  different  grounds.  It 
was  confessed  that  the  protection  theory  or  the  in. 
surance  theory  of  taxation  was  illogical.  But  the 
advocates  of  the  give-and-take  theory  now  main- 
tained that  taxes  should  be  proportioned  to  the  cost 
of  service.  Not  the  value  of  the  protection  to  the 
individual,  but  the  cost  of  the  service  to  the  govern- 
ment is  the  test.  Every  man  must  pay  the  state 
for  such  service  just  what  it  costs  the  state  to  afford 
that  service.  This  is  still  the  exchange  or  quid-pro- 
quo  theory, — but  it  is  a  variation  from  the  untenable 
protection  or  insurance  doctrine. 

But  the  cost-of-service  theory  was  soon  found  to  be 
just  as  unsatisfactory  as  the  other  variations  of  the 
give-and-take  theory.  There  is  indeed  no  doubt  that 
some  payments  made  by  individuals   for  particular 

^  Cf.  the  discussion  of  benefits  as  both  the  reason  and  the  meas- 
ure of  taxation  in  my  address  on  the  Single  Tax,  in  "The  Single 
Tax  discussion,  reported  for  the  American  ?ocial  Science  Associa- 
tion" (1890),  40-44. 
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services  should  represent  as  nearly  as  possible  the  cost 
of  service  to  the  government.  In  this  all  modern 
writers  are  agreed.  But  such  payments  are  not  taxes. 
They  are  known  in  public  finance  as  fees  and  tolls,  or 
what  Adam  Smith  called  "particular  contributions."^ 
But  they  are  not  taxes  properly  so  called.  For  just  as  it 
is  impossible  to  apportion  taxes  in  general  according  to 
the  protection  or  insurance,  because  it  is  impracticable 
to  measure  the  individual  benefits  of  general  govern- 
ment activity,  so  in  the  same  way  it  is  impossible  to 
apportion  taxes  in  general  according  to  the  cost  of 
each  particular  service,  because  it  is  impracticable 
to  separate  the  individual's  share  in  the  total  cost  of 
general  state  expenses.  The  cost-of-service  theory 
is  just  as  inadequate  as  the  protection  or  insurance 
theory.  They  are  both  variations  of  an  indefensible 
whole. 

Thus  the  entire  give-and-take  theory  came  to  be 
abandoned  as  the  foundation  of  a  scientific  treatment 
of  taxation.  And  since  the  theory  of  benefits  was 
largely  discarded  as  the  sole  explanation  of  taxation, 
it  became  necessary  to  substitute  for  it  another  basis. 
In  its  stead  has  been  put  the  doctrine  of  ability  or 
faculty.  Every  individual  should  be  taxed  in  accord- 
ance with  his  faculty,  or  his  ability  to  pay.  The 
meaning  ascribed  to  these  terms  and  the  conclusions 
drawn  from  this  principle  we  shall  learn  later  on. 
Let  us  first  study  more  in  detail  the  arguments  of 
those  that  advocate  the  theory  of  benefits. 

^Cf.  my  article  on  "The  Classification  of  Public  Revenues," 
(Quarterly  Journal  of  Economics,  vii  (1893),  p.  296. 
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HISTORICAL  APPENDIX   I. 

The  Benefit  Theory^  Leads  to  Proportion.' 

One  of  the  first  advocates  of  this  doctrine  was 
Hobbes.  Hobbes'  theory  of  taxation  was  an  out- 
growth of  his  general  political  theory.  Since  the 
state  was  simply  a  necessary  escape  from  the  original 
bell  am  omnium  contra  omnes,  the  revenues  of  the 
state,  or  taxes,  must  be  regarded  as  the  price  paid  for 
the  peace  purchased.  Equality  is  the  universal  rule 
of  taxation,  but  this  equality  means  an  equality  of 
the  burden,  that  is,  an  equality  between  the  burdens 
imposed  and  the  benefits  received.  The  benefits 
conferred  upon  the  individual  are  thus  the  real  test 
of  taxation.  Taxes  must  be  proportional  to  benefits 
and  the  chief  benefit  is  protection  afforded.-     But  it 

^A  few  of  the  writers  here  discussed  are  referred  to  in  Held, 
"  Die  Einkommensteuer  "  (1872),  121-135,  and  in  Neumann,  "Die 
Steuer  nach  der  Steuerfiihigkeit,"  JahrbucTier  fur  National- 
Oekonomie  und  Statistik,  vol.  35  (1880),  511.  A  fuller  essay  is  that  of 
Lehr,  mentioned  above,  p.  8.  Meyer's  "  Die  Principien  der 
gerechten  Besteuerung"  (1884),  contains  a  good  history  of  some 
of  the  principles  of  taxation,  including  an  account  of  progres- 
sive taxation,  which  must,  however,  be  separated  laboriously  and 
piecemeal  from  the  general  discussion.  These  German  writers 
pay  but  little  attention  to  the  French,  and  scarcely  notice  the 
English,  Dutch  and  Italian  literature  which  has  become  of  con- 
siderable importance.  The  work  of  A.  Chargu^raud,  "  L'Economie 
Politique  et  1'  Impot"  (1864),  is  composed  of  a  series  of  extracts 
from  a  few  of  the  French  authors.  Chapters  i,  iii  and  xiv 
(de  r  impot,  1'  impot  progressif,  1'  impot  sur  le  revenu)  will  be 
found  useful  for  comparison. 

^"Ad  toUendam  ergo  justam  querimoniam,  quietis  publicae 
interest,  et  per  consequens  ad  officium  pertinet  imperantium  ut 
onera  publica  aequaliter  ferantur.  Praeterea  cum  id  quod  a  civibus 
in  publicum  confertur,  nihil  aliud  sit  praeter  emtae  pads  pretium, 
rationis  est  ut  ii  qui  aequae  pacis  participant,  aequas  partes  solvant 
.  .  .  Aequalitas  autem  hoc  loco  intelligitur  non  pecuniae  ?ed 
oneris,  hoc  est  aequalitas  rationis  inter  onera  et  ieneficia.     Quam- 
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is  significant  that  Hobbes  lays  down  the  rule  that 
the  best  test  of  benefits  is  not  property  or  income, 
but  expense.  The  theory  of  benefits  thus  resolves 
itself  into  a  proportional  tax  on  expense.  ''  For 
what  reason  is  there,"  says  Hobbes,  "that  he  which 
laboureth  much,  and  sparing  the  fruits  of  his  labour, 
consumeth  little,  should  be  more  charged,  than  he 
that  living  idly,  getteth  little,  and  spendeth  all  he 
gets  ;  seeing  the  one  hath  no  more  protection  from 
the  commonwealth  than  the  other  ?  But  when  the 
impositions  are  laid  upon  those  things  which  men 
consume,  every  man  payeth  equally  for  what  he 
useth,  nor  is  the  commonwealth  defrauded  by  the 
luxurious  waste  of  private  men."* 

Among  the  earliest  defenders  of  the  contract 
theory  of  the  state  was  Hugo  Grotius  ;  his  theory  of 
taxation  is  hence  simply  the  give-and-take  theory. 
In  one  sense,  therefore,  Grotius  may  be  declared  the 
originator  of  the  benefit  theory.  He  devotes  but 
little  space  to  taxation,  but  in  a  noteworthy  passage, 
while  discussing  transit  dues  and  tolls,  he  maintains 

quam  enim  pace  omnes  aeqnaliter  fruantur,  non  tamen  beneficia 
a  pace  omnibus  aequalia  sunt.  Nam  alii  plus,  alii  minus  acquirunt. 
Et  rursus  alii  plus,  alii  minus  consumant."     "  De  Give,"  chap.  xiii. 

In  the  "Leviathan"  Hobbes  repeats  his  view  in  English: 
"To  Equall  justice  appertaineth  also  the  Equall  imposition  of 
Taxes ;  the  Equality  whereof  dependeth  not  on  the  Equality  of 
riches,  but  on  the  Equality  of  the  debt  that  every  man  oweth  to 
the  Commonwealth  for  his  defence.  .  .  .  For  the  Impositions 
that  are  layd  on  the  people  by  the  Soveraign  Power  are  nothing 
else  but  the  Wages,  due  to  them  that  hold  the  publique  Sword,  to 
defend  private  men  in  the  exercise  of  severall  Trades  and  Callings. 
.  .  .  "Which  considered,  the  Equality  of  Imposition,  consisteth 
rather  in  the  Equality  of  that  which  is  consumed,  than  of  the 
riches  of  the  persons  that  consume  the  same."  Chap.  30,  part  2, 
p.  181,  of  the  1651  edition.     (Reprint  of  1881,  p.  270.) 

^"  Leviathan,"  p.  271  of  reprint  of  1881. 
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that  the  burdens  must  be  proportional  to  the  benefits 
received  in  the  shape  of  protection,  and  must  not 
exceed  this  amount  of  benefit.*  Taxation  is,  there- 
fore, the  price  of  protection. 

In  the  same  way  Pufendorf  declares  taxes  to  be 
nothing  but  the  price  of  protection,  although  he  does 
not  accept  expenses  as  the  test.  But  the  principle 
must  be  that  of  proportion.^  And  many  of  the  pub- 
licists of  the  following  century  simply  repeat  the 
same  ideas. 

When  we  come  to  the  professed  economists  we  find 
many  of  them  taking  the  same  view.  The  econo- 
mist and  statesman,  Sully,  already  in  the  sixteenth 
century  had  maintained  that  taxes  must  be  propor- 
tional to  the  benefits  derived  by  the  tax-payer  and 
must,  therefore,  be  in  a  direct  ratio  to  his  profits.'' 
So  the  great  fiscal  reformer,  Vauban,  held  that  every 

^ "  Quaeritur  an  ita  transeuntibus  mercibus  terra  aut  amne,  aut 
parte  maris  quas  terrae  accessio  dici  potest,  vectigalia  imponi 
possint  ab  eo,  qui  in  terra  imperium  habet.  Cerie  quaecunque  onera 
ad  illas  merces  nuUam  Jiabent  respeetum,  ea  mercibus  istis  imponi  nulla 
aequitas patitur.  Sic  nee  capitatio,  civibus  imposita  ad  sustentanda 
reipublicae  onera  ab  exteris  transeuntibus  exigi  potest.  Sed  si  ad 
praestandam  securita/em  mercibus  aut  inter  caetera  etiam  ob  hoc 
onera  sustinentur,  ad.  ea  comj)ensanda  vectigal  aliquod  mercibus 
potest,  dum  modus  causae  non  excedatur."  Hugo  Grotius,  "  De 
Jure  Belli  ac  Pacis"  (1625),  lib.  ii,  cap.  2,  §14,  1. 

^"  Tributa  nihil  aliud  atque  merces  quam  singuli  pendunt  civit- 
ati  pro  defensione  salutis  et  bonorum."  Pufendorf,  "  De  Jure  Na- 
turae et  Gentium,"  book  vii,  chap,  v,  G.  In  his  essay  in  the 
Jahrhl'ichcr far  Nationalokonomie,  mentioned  above  p.  87,  Professor 
Neumann  has  collected  a  number  of  similar  statements  from  the 
German  and  Dutch  publicists  of  the  17th  and  18th  centuries. 

3"  L'impot  ne  devrait  etre  que  la  mise  apportee  par  chaque  indi- 
vidu  dans  la  vie  civile  pour  avoir  part  a  ses  bienfaits;  il  devrait  etre 
proportionne  aux  avantages  qu'en  retire  le  contribuable  et  preleve 
sur  ses  benefices."  Sully,  quoted  in  De  Girardin,  "L'impot" 
(1852),  150. 
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one  needs  the  protection  of  the  state,  that  the 
prince  cannot  protect  his  subjects  without  ade- 
quate funds,  and  that  therefore  everyone  is  under  a 
natural  obligation  to  pay  taxes  proportionally  to  his 
revenue.'  It  is  true,  indeed,  that  Vauban  laid  down 
these  rules  in  order  to  enforce  his  great  doctrine  of 
universality  of  taxation,  and  that  but  little  exception 
can  be  taken  to  his  manner  of  statement;  but  the 
fact  remains  that  he  based  his  reasons  on  the  theory 
of  benefits,  and  deduced  from  this  the  doctrine  of 
proportional  taxation. 

The  earliest  English  scientific  writer  on  taxation 
is  Sir  William  Petty.  Petty  lays  down  his  benefit 
theory  in  the  following  words:  "It  is  generally 
allowed  by  all  that  men  should  contribute  to  the 
Publick  charge  but  according  to  the  share  and  inter- 
est they  have  in  the  Publick  Place;  that  is  according 
to  their  Estates  and  Riches."^  But  Petty  goes  on 
to  show  that  this  demand   of  proportional  taxation 

^ Vauban' s  Jif«a!»mes  Fon^mentales  are  as  follows: 

I.  II  est  d'une  evidence  certaine  et  reconnue  par  tout  ce  qu'il  y 
a  de  peuples  polices  dans  le  monde,  que  tous  les  sujets  d'un  Etat 
ont  besoin  de  sa protection,  sans  laquelle  ils  n'y  sauraient  subsister. 

II.  Que  le  prince,  chef  et  souverain  de  cet  Etat,  ne  peut  donner 
cette  protection  si  ses  sujets  ne  lui  en  fournissent  les  moyens,  d'oii 
s'  ensuit: 

III.  Qu'un  Etat  ne  peut  se  soutenir,  si  les  sujets  ne  le  soutien- 
nent.  Or,  ce  soutien  comprend  tous  les  besoins  de  I'Etat,  auxquels, 
par  consequent,  tous  les  sujets  sont  obliges  de  contribuer.  Be  cette 
nt'cessite  il  resulte: 

Une  obligation  naturelle  aux  sujets  de  toutes  conditions,  de  con- 
tribuer a  proportion  de  leur  revenu  ou  deleur  Industrie. 

Vauban,  "  Dime  Royale  "  (1707).  In  Economistes  Financiers  du 
xiiii  Steele  (ed.  Daire,  1843),  47. — "II  est  raisonable  que  tous  contri- 
buent  selon  leurs  revenus."     Ibid.,  56. 

^Petty,  "A  Treatise  of  Taxes  and  Contributions"  (l<i77),  chap. 
XV,  68. 
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means  a  tax  proportional  to  expense,  "since  there 
are  two  sorts  of  riches,  one  actual  and  one  potential.'' 
His  conclusion  from  the  principle  of  benefits  is,  that 
it  is  "natural  justice  that  every  man  should  pay  ac- 
cording to  what  he  actually  enjoyeth.'" 

The  Physiocrats  were  all  advocates  of  the  theory 
of  benefits  and  proportional  taxation,  although  their 
practical  proposal  was  a  single  tax  on  land.  Ques- 
nay  has  not  much  to  say  about  the  philosophic  basis 
of  taxation,  but  he  maintains  that  the  best  tax  is  that 
which  is propo?'f/o??o/  to  net  produce."  To  some  it 
might  appear  doubtful  whether  the  Physiocrats  based 
their  conclusions  on  the  theory  of  benefits.  But 
this  doubt  is  soon  dispelled  when  we  remember  the 
views  of  important  members  of  the  school  like  Tur- 
got  and  the  elder  Mirabeau.  Turgot  held  that  taxa- 
tion should  be  proportional  to  the  benefits  derived 
by  the  individual  from  the  action  of  the  state. ^  And 
we  must  not  forget  his  answer  to  the  demand  of  an 
enthusiast  for  progressive  taxation:  "We  must  exe- 
cute the  author  and  not  the  project."^  Mirabeau  the 
elder  said  that  tax  is  a  payment  made  by  the  indi- 
vidual in  return  for  the  protection  afforded  by  gov- 

^Petty,  "A  Treatise  of  Taxes  and  Contributions"  (1677),  chap. 
XV,  72. 

^ "La  forme  d'impositlon  la  plus  simple  .  .  est  celle  qui  est 
^tablie  proportion nellement  au  produit  net."  Quesnay,  "Notes  sur 
les  Maximes  Fondamentales,"  etc.  Maxime  V.  In  Oeuvres  Eco- 
nomiques,  ed.  Oncken  (1888),  339. 

^"L'impot  ne  devrait  etre  que  la  mise  apportee  par  chaque  indi- 
vidu  dans  la  vie  civile  pour  avoir  part  a  ses  bienfaits;  et  devrait  se 
proportionner  aux  avantages  qu'en  retire  le  contribuable."  Quoted 
by  Gandillof'Principesdela  Science  des  Finances,"  i,  208.  I  liave 
been  unable  to  find  this  particular  sentence  in  my  edition  of  Tur- 
got. Cf.,  however,  Turgot's  general  views  in  "Oeuvres"  (Daire's 
ed.),  i,  392-444. 

^Cf.  above,  p.  72. 
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ernnient  since  the  expenses  incurred  by  the  state 
simply  assure  to  the  citizens  an  equivalent  for  what 
they  give.'  Taxes  must  hence  be  proportional  to  the 
revenue  of  the  citizens  (although  like  the  other  Phy- 
siocrats he  found  this  proportion  chiefly  in  the  single 
land  tax). 

Montesquieu's  definition  is  well  known:  ''The 
revenues  of  the  state  are  a  part  of  his  property  which 
each  citizen  gives  in  order  to  be  sure  of  the  other 
part,  or  in  order  to  enjoy  it  in  comfort."-  But  while 
Montesquieu  thus  advocates  the  protection  theory,  he 
defends  the  progressive  principle  for  other  reasons, 
as  we  shall  see  later  on.  The  definition  of  Raynal  is 
about  the  same:  "Taxes  are  the  sacrifice  of  a  part 
of  one's  property  for  the  protection  and  conservation 
of  the  rest.'"^  So  also  Montyon  contends  that  the 
sacrifice  of  a  part  guarantees    the    whole,  and  that 

^"La  contribution  du  Particulier  n'est  autre  chose  que  le  service 
qu'il  rend  au  Public;  comme  aussi  la  depense  du  Public  n'est  autre 
chose  que  la  tutelJe  des  Particuliers,  ou  la  sfirete  de  I'equivalent 
qui  doit  leur  revenir."  Mirabeau,  "Theorie  de  I'lmpot"  (1761), 
336.  He  maintains  hence  "que  I'imposition  soit  dans  une  propor- 
tion connue  et  convenable  avec  les  revenus,"  ibid.,  374,  and  ex- 
plains this  further  by  showing  that  the  tax  must  be  levied  on  land 
andalso"proportionnellementaux  logemensouloyersd'habitation," 
ibid.,  392.  Mirabeau's  statement,  ibid.,  39,  "que  le  riche  doit 
contribuer  beaucoup  plus  que  le  pauvre  et  cofiter  beaucoup  moins, 
proportion  gard(?e"  cannot  be  taken  as  a  demand  for  progressive 
taxation.  Gamier,  "Traite  des  Finances,"  355,  makes  a  great  mis- 
take here  in  calling  Mirabeau  an  advocate  of  progression. 

-"Les  revenus  de  1'  Etat  sont  une  portion  que  chaque  citoyen 
donne  de  son  bien  pour  avoir  la  sAret^  de  1'  autre,  ou  pour  en  jouir 
agreablement."  Montesquieu,  "L'Esprit  des  Lois"  (1748),  livre  13, 
chap.  1. 

^"L'impotpeut  etre  defini  le  sacrifice  d'une  partie  de  la  propriety 
pour  la  defense  et  la  conservation  de  1'  autre."  Raynal,  "Histoire 
Philosophique  et  Politique  des  Etablissements  et  du  Commerce  des 
Europeens  dans  les  deux  Indes"  (1780),  vol.  iv,  book  19,  chap,  x, 
636. 
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taxation  is  simply  an  investment  whicii  bears  inter- 
est. But  Montyon,  like  Montesquieu,  defends  pro- 
gressive taxation  on  other  grounds,  which  will  be 
discussed  hereafter.^ 

The  chief  German  writers  on  public  finance  before 
Adam  Smith  held  that  the  doctrine  of  proportion  was 
a  logical  conclusion  from  the  principle  of  benefits. 
So  Justi  maintains  that  since  the  man  with  more 
property  enjoys  more  protection,  everybody  must  pay 
taxes  in  proportion  to  his  property."  "Equality  of 
taxation  arises  from  the  fact  that  all  citizens  enjoy 
equal  protection,  security  and  justice.  But  the 
equality  must  follow,  not  the  person,  but  the 
property.  For  the  richer  a  man  is,  the  greater  the 
protection  and  security  that  he  enjoys."" 

Adam  Smith  has  been  claimed  as  a  defender 
both  of  the  benefit  and  of  the  faculty  theory,  both 
of  the  proportional  and  of  the  progressive  doctrine.  It 
is  true  that  he  is  not  always  consistent.  Isolated 
passages  may  be  taken  to  prove  either  view.     But  a 

^"Si  I'impot  distrait  une  portion  de  la  propriete  privee  pour  la 
transferer  a  la  propriete  publique,  le  sacrifice  de  cette  portion  paie 
la  garantie  de  la  totalite.  Dans  la  realite  le  contribuable,  en 
acquittant  le  tribut  qui  lui  est  impose,  ne  fait  qu'un  placement  d' 
argent  dont  il  tire  un  fort  interet."  Montyon,  "Quelle  Influence  ont 
les  diverses  especes  d'Imputs  sur  la  Moralite,  I'Activite  et  I'Jndus- 
trie  des  Peuples,"  1808.  In  "Melanges  d'  Economie  Politique"  (ed. 
Guillaumin,  1848),  ii,  375.     See  below,  p.  160. 

^"Alle  Untertlianen  haben  an  dem  Schutz  des  Staats  und  andern 
.  .  .  Wohltbaten  gleichen  Antheil.  Wenn  aber  diese  gerechte 
Gleichheit  beobachtet  werden  soil,  eo  muss  vornehmlich  die  Pro- 
portion des  Vermogens  zum  Grunde  geleget  werden,  well  sich  der 
Schutz  des  Staats  hauptsachlich  in  Ansehung  des  Yermogens 
zeiget,  und  weil  derjenige,  der  ein  grosses  Vermogen  besitzt,  ohne 
Zweifel  mehr  Schutz  geniesst  als  Derjenige,  der  ein  geringes  oder 
gar  kein  Vermogen  hat."  Justi,  "Staatswirthschaft"  (1755),  zweiter 
theil.  §  228,  2nd  ed.  (1758),  312. 
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careful  consideration  of  the  general  trend  of  his 
ideas  must  convince  us  that  Adam  Smith  held  in  the 
main  to  the  benefit  theory  and  proportional  taxation. 
His  famous  principle  is,  "  The  subjects  of  every  state 
ought  to  contribute  towards  the  support  of  the  gov- 
ernment, as  nearly  as  possible  in  proportion  to  their 
respective  abilities,  that  is  in  proportion  to  the  reve- 
nue which  they  respectively  enjoy  under  the  protec- 
tion of  the  state. "^  That  is  to  say,  although  he  uses 
the  word  ''ability"  he  immediately  goes  on  to  ex- 
plain that  taxation  should  be  proportioned  to  the 
benefits  received  in  the  way  of  income.  And  al- 
though he  says  in  another  part  of  the  same  chapter, 
''It  is  not  very  unreasonable  that  the  rich  should 
contribute  to  the  public  expense  not  only  in  propor- 
tion to  their  revenue,  but  something  more  than  in 
proportion,"-  yet  this  sentence  did  not  lead  him  to 
demand  progressive  taxation  at  all,  and  must  be  re- 
garded as  a  mere  passing  remark.  Adam  Smith  up- 
held proportional  taxation  because,  as  he  said,  "  the 
expense  of  government  to  the  individuals  of  a  great 
nation  is  like  the  expense  of  management  to  the 
joint  tenants  of  a  great  estate,  who  are  all  obliged  to 
contribute  in  proportion  to  their  respective  interests 
in  the  estate."^  This  is  essentially  the  individual- 
istic, the  give-and-take  theory. 

Most  of  the  English  writers  until  the  middle  of  the 
century  show  the  influence  of  Adam  Smith  in  this 
respect.     The  Bishop  of  Llandaff  is   interesting  as 

^Adam  Smith,  "  Wealth  of  Nations,"  book  v,  chap,  ii;  Rogers  ed. 
ii,  414. 

-Ibid.,  ii,  435.  He  is  speaking  of  a  proiwrtional  tax  on  house-rents, 
which  he  thinks  falls  heaviest  on  the  rich,  but  which  is  neverthe- 
less quite  justifiable,  for  the  reason  indicated. 

^Ibid.,  ii,  415. 
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being  the  first  Englishman  to  advance  the  insurance- 
premium  theory  of  taxation,  later  on  associated  with 
the  name  of  Thiers.  He  states  that  the  true  princi- 
ple of  taxation  "seems  to  me  to  be  this,  that  every 
man  should  pay  for  the  protection  of  his  property  by 
the  state  in  exact  proportion  to  the  value  of  the 
property  protected;  just  as  merchants  who  risk  their 
goods  on  board  a  vessel  pay  an  insurance  in  propor- 
tion to  the  value  of  the  goods  insured."'^  Many  years 
later,  McCulloch  based  his  demand  of  proportional 
taxation  on  this  same  insurance-premium  theory. 
*'The  state  has  been  ingeniously  compared  by  M. 
Thiers  to  a  mutual  insurance  company  where  the 
payments  by  the  members  are  exactly  proportioned 
to  the  sums  that  they  have  insured,  or  to  their  inter- 
ests in  the  company.  And  so  it  should  be  with  the 
subjects  of  government.  ...  It  follows  that 
every  one  should  contribute  to  its  support  according 
to  his  stake  in  the  society  or  his  means.  This  is  a 
plain  intelligible  rule,  that  should  neither  be  forgot- 
ten nor  overlooked."-  McCulloch  goes  on  to  explain 
his  meaning  by  saying  that  ''no  tax  on  incomes  can 
be  a  just  tax  unless  it  leaves  individuals  in  the  same 
relative  condition  in  which  it  found  them.''  But  this, 
he  thinks,  involves  proportional  taxation.  "Even  if 
taxes  on  income  were  otherwise  the  most  exception- 
able, the  adoption  of  the  principle  of  graduation 
would  make  them  among  the  very  worst  that  could 
be  devised.    The  moment  you  abandon,  in  the  framing 


^Quoted  in  Frend,  "The  Principles  of  Taxation,  or  Contribution 
according  to  Means"  (1804),    10. 

2J.  E.  McCulloch,  "A  Treatise  on  the  Principles  and  Practical 
Influence  of  Taxation,  or  the  Funding.  System"  (1S45);  3rd  ed. 
(1863),  17. 
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of  such  taxes,  the  cardinal  principle  of  exacting  from 
all  individuals  the  same  proportion  of  their  income, 
or  their  property,  you  are  at  sea  without  rudder  or 
compass,  and  there  is  no  amount  of  injustice  and 
folly  you  may  not  commit."^  This  insistence  upon 
"injustice"  is  a  remarkable  statement  for  a  writer 
who  maintains,  in  another  part  of  the  same  work,  that 
a  statesman  in  levying  taxes  need  not  concern  himself 
about  the  equities  at  all,  but  look  only  to  the  expe- 
diency and  convenience  of  collection.  This  leave- 
them-as-you-find-them  theory  does  not,  however, 
necessarily  lead  to  proportional  taxation,  as  we  shall 
see  later  on. 

Senior  puts  the  give-and-take  theory  in  somewhat 
less  exceptionable  form,  when  he  says:  "We  consider 
all  that  is  received  by  the  officers  of  government  as 
given  in  exchange  for  services  affording  protection, 
more  or  less  complete,  against  foreign  or  domestic 
violence  or  fraud.  It  is  true  that  this  exchange  is 
conducted  on  peculiar  principles.  .  .  .  No  indi- 
vidual is  permitted  to  refuse  his  share  of  the  general 
contribution,  though  he  should  disclaim  his  share  in 
the  general  protection.  But  the  transaction,  though 
often  involuntary  and  still  more  often  inequitable,  is 
still  an  exchange  and  on  the  whole  a  beneficial  ex- 
change.    The  worst  and  most  inefficient  government 

^J.  R.  McCulloch,  op.  cit.,  143-145.  The  same  ideas  were  ex- 
pressed by  McCulloch  in  ver}^  much  the  same  words  in  an 
anonymous  article  in  the  Edinburgh  Review,  vol.  57  (1S33),  143. 
President  Walker,  who  quotes  the  article  in  his  "Political  Econ- 
omy," §  590,  does  not  seem  to  be  aware  that  the  article  is  written 
by  McCulloch.  But  neither  the  idea  nor  the  phrasing  is  original 
with  McCulloch.  It  is  found  almost  word  for  word  in  Frend, 
"The  Principle  of  Taxation"  (1804),  40,  as  well  as  in  some  of  the 
German  writers,  like  Schlozer  in  1807.    See  below  p.  106  and  p.  152. 
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affords  to  its  subjects  a  cheaper  and  more  effectual 
protection  than  they  could  obtain  by  their  individual 
and  unaided  exertions."' 

By  all  means  the  strongest  plea  in  English  litera- 
ture for  proportional  taxation  as  the  outcome  of  the 
give-and-take  theory,  is  to  be  found  in  the  writings 
of  Sargant.  But  Sargant  is  the  chief  advocate  of  the 
cost-of-service  theory  as  over  against  the  value- 
of-service  theory.  He  pictures  the  gradual  de- 
velopment of  a  community  from  barbarism  to  civili- 
zation. "In  all  these  cases  there  is  one  simple  prin- 
ciple by  which  the  contribution  of  each  colonist  is 
determined;  every  one  pays  in  proportion  to  the  ex- 
pense incurred  by  Government  in  protecting  him. 
Just  as  he  pays  the  storekeeper  for  the  goods  he  buys, 
the  lawyer  for  the  advice  he  asks,  the  ploughman  for 
the  labor  he  hires,  so  he  pays  the  government  for  the 
protection  he  receives;  and  the  amount  he  contributes 
is  not  regulated  by  the  colonist's  ability  to  pay,  but 
by  the  cost  incurred  by  Government  on  his  behalf. 
This  principle  has  been  overlooked,  or  slighted,  in 
most,  if  not  in  all,  the  reasonings  I  have  seen.  It 
has  been  stated  indeed,  that  a  man  pays  for  the  pro- 
tection he  receives;  but  it  has  not  been  stated  that, 
in  the  first  instance,  the  amount  he  pays  is  only  a 
reimbursement  of  the  expense  incurred  by  Govern- 
ment on  his  behalf."-  Sargant  is  incorrect,  as  we 
shall  see,  in  his  belief  that  the  theory  had  not  been 
advanced  previously.  But  it  is  noteworthy  that  he 
declares  this  principle  the  only  way  of  escape  from 

^Senior,  "Political  Economy"  (1836);  6th  ed.  (1872),  87. 

-William  Lucas  Sargant,  "An  Undiscriminating  Income  Tax 
Reconsidered."  Journal  of  the  Statistical  Society,  vol.  25  (1862), 
341. 
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progressive  taxation.  "If  this  principle,  of  propor- 
tion between  government  cost  and  individual  taxa- 
tion, be  not  the  foundation  of  just  taxation,  v^hat 
is  the  foundation?  And  what  other  defence  have 
we  against  graduation  ?  .  .  .  The  very  name 
graduation  stinks  in  the  nostrils  of  wealthy  men. 
Why  is  graduation  an  indefensible  confiscation? 
Why  is  graduation  an  indefensible  part  of  social- 
ism ?  Because,  I  reply,  graduation  is  unjust;  because 
graduation  is  a  filching  from  rich  men  a  payment  for 
that  which  they  do  not  receive:  because  it  is  a  demand 
on  rich  men  to  pay  a  shilling  for  the  loaf  which  men 
of  moderate  means  get  for  ninepence!"^  The  prin- 
ciple of  justice  is  the  rule  that  each  man  should  pay 
for  government  protection  just  as  he  pays  for  the 
commodities  he  buys.  "Every  one  ought  to  reim- 
burse to  the  government  that  part  of  the  necessary 
expenditure  which  is  incurred  on  his  behalf."-  And 
this  to  Sargant  means  a  proportional  income  tax. 

The  French  writers  of  this  century,  with  only  a  few 
exceptions  and  until  recently,  have  been  strong  ad- 
vocate of  the  benefit  theory.  Already  at  the  out- 
break of  the  French  Revolution,  Mirabeau  the 
younger  drew  up  a  report  which  was  spread  broad- 
cast by  the  constituent  assembly,  in  which  he  main- 
tained that  "taxation  is  a  kind  of  compensation,  the 
price  of  the  benefits  which  society  procures  for  its 
members.  A  tax  is  simply  an  advance  made  to  se- 
cure the  protection  of  the  social  order,  and  therefore 

^William  Lucas  Sargant,  "An  Undiscriminating  Income  Tax  Re- 
considered."    Journal  of  the  Statistical  Society,  vol.  25  (18G2),  352. 

-Ibid.,  376.  It  is  true  that  Sargant  afterwards  recommends  the 
exemption  of  the  minimum  of  subsistence;  but  this  he  says  is  not 
justice,  but  mercy.  Of  course  it  is  illogical  from  his  "cost-of -ser- 
vice" standpoint. 
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a  condition  imposed  on  everyone  by  all.' ''  Later  on, 
indeed,  the  revolutionists  demanded  progression,  but 
that  was  only  after  another  basis  had  been  found  for 
taxation. 

Coming  to  the  middle  of  the  century  we  find  the 
great  apostle  of  the  protection  or  insurance  theory 
in  TJiiers.  Thiers  maintains  that  everyone  must  pay 
proportionally  to  his  earnings  or  his  fortune  for  the 
"'most  natural  reason  that  the  cost  of  protection 
must  be  shared  according  to  the  amount  of  property 
protected."^  Progressive  taxation  is  absurd.  If  you 
buy  one  hundred  pounds  of  some  commodity  from  a 
merchant  you  pay  for  a  hundred;  if  you  buy  one 
thousand  pounds,  you  pay  for  a  thousand,  ''Would 
you  find  it  natural  to  be  charged  more  per  pound  if 
you  buy  1,000  than  if  you  buy  100?  On  the  contrary, 
the  merchant  or  the  company  will  generally  let  you 
have  the  larger  quantity  at  a  cheaper  rate,  because 
of  the  greater  profits.  .  .  .  But  what  is  society 
if  not  a  stock  company,  in  which  everyone  has  more 
or  less  shares?"'^  And  he  concludes  that  taxes  must 
be  '•  proportional  to  the  expenses  incurred  by  the 
state   in  your  behalf,  and   to  the   benefits  you  have 

^"L'imput  est  une  dette  commune  des  citoyens,  une  espece  de 
dt'dommagement  et  le  prix  des  avantages  que  la  societe  leur  pro- 
cure. .  .  .  L'impot  ne  sera  plus  qu'une  avance  pour  obtenir  la 
protection  de  I'ordre  social,  une  condition  imposee  a  chacun  pour 
tous."  Assemblee  Nationale,  1789,  "Addresse  aux  Francais,  sur  la 
Contribution  Patriotique,"  written  by  Mirabeau. 

^"Chacun  doit  contribuer  aux  depenaes  publiques  proportion 
nellement  a  ce  qu'il  gagne  ou  a  ce  qu'il  possede,  par  la  raison  fort 
naiurelle  que  Ton  doit  concourir  aux  frais  de  la  protection  sociale 
suivant  la  quantite  de  biens  proteges."  Thiers,  "  De  la  Propri^te  " 
(1848),  352. 

^"Qu'est-ce  done  que  la  societe,  sinon  une  compagnie,  oii  chacun 
a  plus  ou  moins  d'actions,  et  ou  il  est  juste  que  ehacun  paye  en 
raison  du  nombre  de  celles  qu'il  possede."     Ibid.,  355. 
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received,  just  as  in  an  insurance  company  the  pre- 
mium is  proportioned  to  the  amount  insured."^ 
Anything  else  would  be  "revolting  arbitrariness."^ 
Thiers,  we  see,  combines  the  cost-of-service  with  the 
value-of-service  theory,  not  seeing  that  they  are 
really  inconsistent.  In  much  the  same  way  Du  Puy- 
node  defines  a  tax  as  '-a  part  set  aside  by  everybody 
for  the  common  purse  in  order  to  guarantee  the 
peaceful  enjoyment  of  his  property  and  the  respect 
of  his  person."^  Hence  taxes  must  be  proportional. 
"  Do  two  hundred  francs  of  income  require  a  greater 
guarantee,  a  more  difficult  protiection  when  they 
belong  to  one  man,  than  when  they  are  divided 
between  two  or  three?  Evidently  not.  Proportion- 
ality is  the  rule  of  all  insurance  policies."'* 

Emile  de  Girardin  is  a  strong  believer  in  the  in- 
surance theory.  '•  Every  tax  which  is  not  the  guar- 
antee of  a  risk,  the  price  paid  for  a  commodity,  or 
the  equivalent  of  a  service,  is  a  tax   which  ought  to 

^"  Ainsi  I'impot  proportionnel  c'est-a-dire  Timpot  proportionne  a 
la  part  des  frais  que  la  societe  est  supposee  avoir  fait  pour  vous,  au 
service  que  vous  en  avez  regu,  comme  en  matiere  d'assurances  la 
prime  est  proportionne  il  la  somme  assuree,  rien  de  mieux;  j'aper- 
9ois  la  un  principe."     Ibid.,  363. 

^"  Un  arbitraire  revoltant."  Ibid.,  364.  "  La  proportionnalite  est 
un  principe,  la  progression  n'est  qu'un  odieux  arbitraire."  Ibid., 
362. 

*"  Aussi  I'impot  peut-il  encore  se  definir  la  part  que  chacun  re- 
met  a  la  caisse  commune,  pour  s'flssurer  la  paisible  jouissance  de 
ses  biens  et  le  respect  de  sa  personne."  De  Puynode,  "  De  la  Mon- 
naie,  du  Credit,  et  de  I'lmpdt"  (1853),  ii,  70. 

^"Deux  cents  francs  de  revenu,  exigent-ils  une  garantie  plus 
forte,  une  garde  plus  difficile  quand  un  seul  les  perc^oitque  lorsqu' 
ils  reviennent  a  deux,  et  a  deux  qu'  a  trois?  Evidemment  non.  La 
proportionnalite  est  la  regie  de  toutes  les  polices  d'assurances." 
Ibid.,  ii,  92. 


Benefit  Theory  Uadf.  to  Proportional  Taxatio)i.        101 

be  abandoned.''^  And  in  another  place  he  defines 
taxation  as  the  "  premium  of  insurance  paid  by  those 
who  possess  in  order  to  insure  themselves  against  all 
risks  of  a  nature  likely  to  trouble  them  in  their  pos- 
sessions or  enjoyments."-  Girardin  thus  concludes 
that  the  impot  hiique,  or  unjust  tax,  as  it  exists  to- 
day, must  be  replaced  by  the  impot  unique,  or  single 
tax;  and  this  single  tax  is  nothing  but  a  '-voluntary 
insurance  premium,  proportional  to  the  value  of  the 
property  insured.'"" 

So  also  Baudrillart,  in  a  widely  read  manual,  main- 
tains that  the  remuneration  must  be  proportioned  to 
the  service,  and  that  it  is  quite  right  to  compare  tax- 
ation to  a  fire  insurance  premium,  the  "natural  and 
just  principle  of  which  is  to  guarantee  risks  in  pro- 
portion to  value.  Proportional,  not  progressive,  tax- 
ation is,  therefore,  the  true  ideal.  "^  And  other  wri- 
ters harp  on  the  same  key.  For  instance,  Chauvet 
is  the  first  to  develop  what  he  calls  the  social-divi- 

'"Tout  impot  qui  n'est  pas  la  garantie  d'un  risque,  le  prix  d'une 
marchandise  ou  I'equivalent  d'un  service  est  un  impot  qui  doit  etre 
abandonne."     Emile  de  Girardin,  "  L'Impot"  (1852),  156. 

-"  Tel  que  nous  le  comprenons,  I'impot  doit  etre  la  prime  d'assur- 
ance,  payee  par  ceux  qui  possedent,  pour  s'assurer  contre  tous  les 
risques  de  nature  ii  les  troubler  dans  leur  possession  ou  leur  jouis- 
sance."     Ibid.,  249. 

^"L' impot  force  est  transforme  en  prime  volontaire  d'assurance 
proportionnelle  a  la  valeur  des  objets  assures."  It  is  voluntary  be- 
cause "  point  de  capital,  point  d'impot."     Ibid.,  300-301. 

^"Le  principe,  comme  dans  une  compagnie  d'assurance  contre 
I'incendie,  le  principe  naturel  et  juste  est  de  payer  le  risque  en  pro- 
portion de  la  valeur  garantie,  et  quelle  que  soit  la  nature  de  cette 
valeur.  .  .  .  L'equite  veritable,  c' est  le  paiement  proportionnel 
au  risque  couru,  ii  la  quantite  des  biens  garantis.  .  .  .  L'impot 
doit  done  etre  proportionnel  ;  tel  est  en  matiere  de  taxation  le 
veritable  ideal."'  H.  Baudrillart,  "Manuel  d'  Economie  Politique" 
(1857),  i,  5thed.  (1883),  515-517.  Cf.  his  "Economie  Politique  Pop- 
ulaire,"  2nd  ed.  (1876),  318. 


102         Progressive  Taxation  i7i  Tfieory  and  Practice. 

(lend  theory.  He  holds  that  society  owes  to  every 
individual  a  dividend  (in  the  shape  of  benefits)  pro- 
portional to  what  he  pays.  "The  taxpayers  are  sim- 
ply shareholders,  to  each  of  whom  the  social  body 
must  distribute  proportional  profits."^  And  Ginoul- 
hiac  develops  the  same  idea  when  he  asserts  that 
"taxes  are  not  a  burden,  but  a  portion  of  produce  set 
aside  for  the  state  in  virtue  of,  and  as  a  return  for.  its 
cooperation."^ 

Proudhon  indeed  strongly  opposes  the  insurance 
theory — what  he  calls  Vimpot  assurance — but  he  sub- 
stantially holds  to  the  give-and-take  theory  in  defining 
a  tax  as  the  "portion  to  be  paid  by  each  citizen  for 
the  cost  of  public  services.  Taxation  is  an  exchange."^ 
Proudhon  has  a  great  many  hard  words  for  progressive 
taxation.  He  calls  it  "a  pure  hypocrisy,  a  cowardly 
and  shameful  transaction,  a  delusion,  a  suicide,  a 
confiscation,  a  mystification,  a  fiscal  plaything, 
the  essence  of  arbitrariness  without  check  or  limit, 
the   most    stupid    and    unworthy    of    cheats,'*    etc.'* 

^"La  contribution  est  une  mise  que  fait  chaque  individu  dans 
I'esperance  legitime  de  retirer  de  son  emploi  une  utilite  propor- 
tionnelle,  d'  oil  il  suit  que  la  societe  doit  en  avantages  ei  en  jouis- 
sances,  a  chaque  contribuable,  un  dividende  proportionnel  a,  sa  contri- 
bution. Les  contribuables  sont  done  comma  des  actionnaires  de 
toutes  les  operations  publiques,  a  chacun  desquels  le  corps  social 
devrait  distribuerunesommed'avantages  proportionnels  a  sa  mise." 
Quoted  in  Girardin,  "L'Imp6t,"  155. 

-"L'Impot  n'  est  pas  une  charge,  c'est  une  part  des  produits 
accordee  a  I'Etat,  en  vertu  de  sa  cooperation."  Ginoulhiac, 
"L'Economie  Politique  du  Peuple,"  321. 

^"L'impot  est  la  quote-part  a  payer  par  chaque  citoj'en  j:>our 
la  depense  des  services  publics.  .  .  .  L'imp6t  est  un  echange." 
Proudhon,  "Th^-orie  de  I'Impot"  (1861),  39;  new  ed.  of  1868,  40. 

•^Proudhon,  "Systeme  des  Contradictions  Economiques"  (18^5), 
chap,  vii;  "Theorie  de  I'Impot, "chap,  iv,  §  117  (pp.  9,  185,  etc).  He 
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But  his  arguments  are  all  based  on  the  assumption 
that  taxes  are  inevitably  shifted  to  the  consumers, 
and  that  progressivity  is  hence  a  delusion.  Although 
he  states  in  another  part  that  the  idea  of  propor- 
tional taxation  conforms  to  the  principle  of  give  and 
take/  yet  the  opponents  of  progression,  who  often 
quote  him,  must  remember  that  Proudhon  afterwards 
declares  proportional  taxation  equally  bad,  because 
proportional  taxation  is  really  regressive  taxation  or 
"progressive  taxation  in  the  sense  of  misery."-  This 
constitutes  one  of  his  famous  "economic  contradic- 
tions" which  leads  him  to  the  conclusion  that  taxation 
in  society  as  it  is  constituted  to-day  can  never  be 
just.  Proudhon,  however,  cannot  be  claimed  as  an 
authority  by  anybody,  because  his  opinions  so  often 
shifted.  Thus,  in  his  celebrated  speech  of  1848,  in 
the  debate  in  the  French  assembly,  he  upholds  pro- 
gressive taxation  in  general;^  and  even  in  his  later 
book  on  taxation,  he  defends  the  progressive  tax  on 
collateral  inheritances,  on  buildings,  on  stamps,  etc* 
But  the  important  point  for  us  is  that  in  so  far  as 
Proudhon  upholds  proportional  taxation  at  all,  it  is 
as  a  result  of  the  benefit  theory. 

concludes,  "Quand  done  cessera-t-on  d'entretenir  le  public  de  ce 
bilboquet  de  la  progression,  qui  n'  a  etc  imagine  que  pour  donner 
un  vernis  de  philanthropie  a  I'impot  et  manager  la  pudeur  des 
riches."     "Contradictions  Economiques,"  210. 

i"De  la  I'id^e  que  I'impot,  devant  etre  paye  par  chacun,  doit 
etre  proportionnel  a  sa  fortune:  idee  conforme  au  principe  de 
I'ecbange."     "Theorie  de  I'impot,"  113,  114. 

^"L'impot,  direct  ou  indirect,  proportionnel  dans  la  forme,  se 
resout  fatalement  en  une  capitation  generale  laquelle  n'  ayant,  ni 
ne  pouvant  avoir,  egard  aux  differences  de  la  fortune,  constitue  un 
veritable  impot  progressif  dans  le  sens  de  la  misere."     Ihid.,  171. 

^"Discours  prononce  il  1'  assemblee  nationale  le  31  Juillet,  1848." 
In  "Oeuvres,"  vii,  esp.  p.  275. 

^"Tbeorie  de  I'impot,"  272-273.. 
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Even  among  some  of  the  most  recent  French  wri- 
ters the  defence  of  proportional  taxation  resting  on 
the  benefit  theory  is  still  common.  So  Dupont  and 
Batbie  claim  that  since  the  government  protects  both 
persons  and  property,  the  tax  must  logically  be  com- 
posed of  two  parts — a  poll  tax  equal  for  all,  and  a 
second  tax  proportional  to  property  or  income.  ^  Mi- 
chaud  and  Le  Hardy  de  Beaulieu  advocate  the  pro- 
portional tax  on  net  income,  because  this  is  the  best 
test  of  the  services  received  from  the  state  in  the 
shape  of  protection  .^ 

The  most  noteworthy  of  recent  French  writers  is 
Leroy-Beaulieu.  Leroy-Beaulieuis  a  great  opponent 
of  progressive  taxation.  It  is  true  that  he  shows  the 
complete  fallacy  of  the  protection,  or  insurance,  theory 
of  taxation  in  discussing  the  general  nature  of  taxa- 
tion. But  when  he  treats  of  progressive  taxation  he 
utterly  discards  the  equality-of-sacrifice,  or  the  fac- 
ulty theory  (because  he  thinks  it  logically  leads  to 
progressivity),  and  maintains  that  it  is  the  function 
of  the  state  not  to  impose  equality  of  sacrifice,  but  to 
recover  from  each  citizen  "the  just  price  of  service 

^"Tous  les  citoyens,  riches  ou  pauvres,  doivent  un  impot  il  I'Etat 
qui  garantit  la  sfirete  et  la  liberte  de  chacun;  tous  ceux  qui  posse- 
dent  doivent  un  impot  correlatif  :i  I'importance  vraie  ou  supposee 
de  leurs  biens,  comme  remuneration  de  Paction  protectrice  exerc^e 
par  I'Etat."  Etienne  Dupont,  "L'Impot"  (1872),  6.  "Quel'  on 
soit  riche  ou  pauvre,  on  regoit  de  la  societe  une  utilite  ^gale  sousle 
rapport  de  la  protection  accordee  ^  la  personne;  rin4galit6  des 
fortunes  fait,  au  contraire,  qu'  an  point  de  vue  de  la  protection 
des  biens  les  depenses  publiques  profitent  inegalement  aux  con- 
tribuables."  Batbie,  "NouveauCours  d'Economie  Politique"  (1866), 
ii,  225. 

""L'impot  proportionnel  sur  le  revenu  net  est  correspondant 
aux  services  re^us  de  I'Etat  sous  forme  de  protection."  Michaud, 
"L'Impot"  (1885),  196.  Cf.  Le  Hardy  de  Beaulieu,  "Traits  Elemen- 
taire  d'Economie  Politique,"  2nd  ed.  (1866),  295. 
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rendered  and  their  just  part  in  the  interest  and  pay- 
ment of  the  national  debt.'"  And  he  repeats  the  old 
question  which  we  have  met  with  so  frequently, 
"What  would  we  say  of  a  baker  or  grocer,  or  any 
merchant,  who  would  demand  for  the  same  commodi- 
ties a  price  varying  with  the  wealth  of  the  purch- 
aser?''- Thus  Leroy-Beaulieu  comes  back  to  the 
benefit  theory  and  makes  it  the  basis  of  his  objec- 
tion to  progressive  taxation.  A  little  later  on  he  up- 
holds the  progressive  rate  in  the  rental  tax,  and  the 
exemption  of  the  minimum  of  subsistence  from  the 
income  tax — but  in  both  cases  the  progression  is  to 
him  only  apparent,  not  real.  The  progressive  rental 
tax  is  simply  a  presumption  of  proportional  income; 
and  the  exemption  of  the  lower  income  or  the  nomi- 
nally degressive  tax  is  simply  a  compensation  for 
the  regressive  indirect  taxes.  So  that  proportional 
taxation  is  the  ideal.  But  the  point  to  be  noticed 
is  that  the  basis  of  proportional  taxation  with  Leroy- 
Beaulieu  is  still  the  benefit  theory,  the  same  theory 
which  he  so  hotly  opposes  in  a  preceding  chapter. 
And  more  recently  still,  Bonnet,  who  also  starts  out 
with  objecting  to  the  give-and-take  theory  of  taxa- 
tion, is  equally  illogical  in  making  this  very  theory 
his  main  defense  of  proportional  taxation.^ 

^"11  ne  8'  agit  nullement  pour  I'Etat  d'infliger  des  sacrifices  plus 
ou  moins  egaux  aux  individus,  mais  bien  de  recouvrir  de  chacun 
d'eux  le  juste  prix  des  services  rendues  et  leur  juste  part  dans  les 
interets  et  1'  amortissement  de  la  dette  nationale."  Leroy-Beau- 
lieu, "Traite  des  Finances,"  5th  ed.  (1892),  i,  146. 
'"Xe  dirait-on  pas  que  ce  systeme  est  absurde?" 
2"Un  abaissement  de  prix  correspondant  a  la  diminution  des 
frais  qu'  on  procure,  telle  est  la  loi  gene' rale  du  commerce;  elle  est 
equitable  et  favoriseleprogres  economique.  Pourquoi  ne  I'applique 
-t-on  pas  en  ce  qui  concerne  I'Etat.  .  .  .  Mais  si  le  gouverne- 
ment  ne  cree  pas  une  4chelle  d'impot  decroissante  en  raison  des 
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The  German  writers  on  public  finance  during  this 
century — and  their  name  is  legion — were  for  a  long 
time  under  the  spell  of  Adam  Smith  and  the  early 
French  authors,  and  were  in  consequence  firm  sup- 
porters of  the  benefit  theory.  In  the  writings  of 
the  chief  publicists  we  find  all  the  shades  of  the 
doctrine  expressed — the  protection  theory,  the  insur- 
ance theory,  the  cost-of-service  theory,  the  value-of- 
service  theory,  etc.,  leading  generally  to  the  demand 
for  proportional  taxation. 

One  of  the  earliest  writers,  Schlozer,  shares  with 
the  Englishman  already  quoted,  the  doubtful  honor 
(generally  ascribed  to  Thiers)  of  being  the  first  to 
advance  the  insurance-premium  theory.^  So  Harl, 
the  naive  enthusiast  for  the  general  property  tax, 
discusses  the  income  tax  as  well  and  demands  pro- 
portional taxation  as  self-evident.  "Progressive 
taxation  is  not  only  against  all  justice,  but  against 
the  nature  of  things.'"'"  Sartorius  makes  the  objec- 
tion,, which  afterwards  became  so  common,  that  pro- 
gressive taxation  must  finally  swallow  up  the  total 
income  of  the  rich."'     Kroncke  says  that  taxes  can  be 

sommes  qu  'on  a  a  payer,  qu  'on  n'aille  pas  au  moins  lui  demander 
d'  en  etablir  une  progressive;  ce  serait  le  renversement  de  toutes 
les  lois."     Victor  Bonnet,  "La  Question  des  Impots"  (1879),  44. 

'"In  dieser  Riicksicht  konnte  man  die  Steuern  mit  den  unter 
Kaufleuten  iiblichen  Assecuranz-pramien  vergleichen."  Christian 
von  Schlozer,  "  Anfangsgriinde  der  Staatswirthschaft,"  ii  (1870), 
157.     See  above  p.  96. 

-"  Es  ist  nicht  nur  gegen  alle  Gerechtigkeit,  sondern  selbst  gegen 
die  Natur  der  Sache,  wenn  .  .  .  eine  Steigerung  der  Procente 
angenommen  wird."  Harl,  "  Vollstiindiges  theoretisch-praktisches 
Handbuch  der  gesammten  Steuer-Regulirungen  oder  der.  .  .  . 
Steuerwissenschaft,"  ii(181G),  §73. 

^"Wollte  man  ein  solches  Steigen  der  Procente.  .  .  .  statt- 
finden  lassen,  so  wiirde  nothwendig  erfolgen,  dass  der  welcher  das 
grosste  Einkommen  besiisze,  zuletzt  nichts  behielte."     Sartorius, 
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levied  only  in  proportion  to  the  security  afforded  by 
the  state  to  property  or  income,  and  thinks  that  this 
means  a  proportional  tax  on  all  property  or  income. i 
So  Krehl,  Kessler  and  Kremer  take  substantially  the 
same  position.-  Later  on  Rotteck  also  maintains 
that  the  ideal  principle  of  taxation  is  to  apportion 
taxes  according  to  each  man's  share  in  the  benefits 
of  the  state,  and  that  the  nearest  practical  approach 
to  this  is  a  tax  proportional  to  property  or  income.^ 

Even  during  the  third  quarter  of  this  century  the 
give-and-take  theory  has  been  upheld  in  all  its  bold- 
ness by  the  German  writers  of  the  so-called  Man- 
chester school.  Thus,  Faucher  calls  the  give-and- 
take  principle  the  principle  of  liberty  as  over  against 
the  "communistic"  faculty  theory,  and  demands  the 
pure  property  tax  as  the  real  premium  of  insurance. "* 
So  Braun  terms  the  proportional  income  tax  the 
really  just  insurance  premium  for  person  and  prop- 

"  Ueber  die  gleiche  Besteuerung  .  .  .  des  Konigreiches  Han- 
nover" (1815),  288. 

i"Die  Steuern  konnen  also  nur  in  A^erhaltnisse  der  durch  den 
Staat  erlangten  Sicherheit  des  Vermogens  oder  Einkommens  recht- 
lich  vertheilt  werden."  ..."  Nicht  bloss  die  Ueberschiisse 
des  Einkommens,  oder  das  relative  Einkommen  und  relative  Ver- 
mogen,  sondern  das  positive  Einkommen  und  Yermogen  muss  als 
Massstab  zur  Vertheilung  der  Staatsbediirfnisse  angenommen  wer- 
den." E.  Kroncke,  "Ueber  die  Grundsiitze  einer  gerechten  Be- 
steuerung "  (1819),  9,  11.  Cf.  similar  utterances  in  his  "  Aus- 
fiihrliche  Anleitung  zur  Regulirungder  Steuern  "  (1810),  §  15,  p.  21. 

^Krehl,  "Skizze  einesSteuersystems,"  §  14,  and  "  Steuersystem" 
(1816),  §71;  Kessler,  "  Die  Abgabenkunde  "  {l%l%),  passim;  Kremer, 
"  Darstellung  des  Steuerwesens"  (1825),  §  82. 

^  "Die  Beitriige  miissen  nach  Verhaltnisse  der  Theilnahmen  an 
denVortheilen  desgesellschaftlichen  Verbandesbestimmt  werden." 
Rotteck,  "  Lehrbuch  der  okonomiscben  Politik,"  vol.  iv  of  his 
"Lehrbuch  des  Vernunftrechtes  und  der  Staatswissensohaften  " 
(1835),  287. 

*  Julius  Faucher,  "Staats-  und  Communal-Budgets"  (1863),  ii,  204. 


108         Progressive  Taxation  in  Theory  and  Practice. 

erty,^  and  Graff enried  says  that  every  tax  is  sheer 
confiscation  unless  the  owner  receives  a  directly  pro- 
portional return  for  it.- 

One  of  the  ablest  of  the  more  recent  German 
writers,  von  Hock,  develops  a  peculiar  theory,  very 
like  that  afterwards  elaborated  by  Dupont  and  Batbie 
in  France.  According  to  Hock  all  taxes  are  rewards 
paid  for  state  services.  But  the  benefits  conferred 
by-  state  action  are  partly  incalculable.  Certain 
general  principles,  however,  may  be  laid  down.  In 
the  first  place,  whoever  lives  in  the  state  enjoys  the 
protection  of  his  person  and  takes  part  in  the  welfare 
of  the  commonwealth.  These  benefits  are  the  same 
for  every  one.  Secondly,  all  people  who  possess  or 
receive  anything  within  the  state  enjoy  the  protec- 
tion the  state  affords  to  their  property  or  income. 
These  benefits  are  best  measured  by  the  extent  of 
the  property  or  income.^  Thirdly,  everyone  who 
calls  upon  the  state  for  particular  services  ought  to 
pay  for  the  cost  of  these  services.     Hence,  concludes 

^"DieBlut-undEinkommen8teuer(ist)  die  Versicherungs-pramie, 
welch e  das  Volk  fiir  die  generelle  Lebens-und  Eigenthumsassecur- 
anz  der  Staatsgewalt,  bei  welcher  es  versichert  ist,  entrichtet." 
Braun,  "Staats- und  Gemeindesteuern,"  ii  (1866),  9. 

-"Jeder  vom  Staate  bezogene  Einkommenstheil  ist  seinen  Eigen. 
thiimern  mit  Unrecht  entzogen,  wenn  ihm  nicht  Entsprechendes 
dafiir  geleistet  wird."  v.  Graffenried,  "  Ueber  die  Einkommen- 
steuer"  (1855),  58. 

•'"Der  Werth  des  staatlichen  Schiitzes  fiir  seinen  Besitz  oder 
Erwerb  und  die  Vortheile,  welche  ein  wohl  geordneter  und  ver- 
walteter  Staatauf  die  Steigerungaller  Werthe  ausiibt,"  is  to  be  mea- 
sured by  the  "Nutzen  den  sie  dem  Besitzer  oder  Erwerber  ge- 
wiihren.  Dieser  Nutzen  hiingt  von  dem  Werthe  der  bessessenen 
oder  erworbenen  Sache  und  dieser  Werth  von  der  Grdsse  des 
Einkommens  oder  des  von  dem  Eigner  diesem  Einkommen 
vorgezogenen  Genusses  ab."  v.  Hock,  "  Die  offentlichen  Abgaben 
und  Schulden"  (1863),  16. 
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von  Hock,  there  should  be  three  fundamental  taxes — 
a  personal  tax  equal  for  all,  a  proportional  property  or 
income  tax,  and  a  series  of  special  payments  for 
special  services.  But  the  income  tax  must  be  assessed 
only  on  the  surplus  over  the  minimum  of  existence. 
Von  Hock  maintains  that  this  is  not  the  same  thing 
as  taxing  only  the  clear  income,  for  clear  income  might 
be  so  defined  as  to  cause  a  tax  to  be  simply  a 
premium  on  extravagance.  He  desires  an  exemption 
of  a  fixed  sum,  and  proportional  taxation  on  the 
surplus.'  Von  Hock  therefore  combines  the  cost-of- 
service  and  value-of-service  theories,  and  is  more 
logical  than  Thiers,  in  seeing  that  they  do  not  lead 
to  the  same  results. 

Finally,  other  countries  may  be  passed  over  with 
a  bare  mention,  as  the  advocates  of  the  benefit 
theory  here  simply  follow  their  French  or  Germian 
prototypes.  In  Italy,  already  in  the  eighteenth  cen- 
tury, Compagnoni  wrote  a  special  work  on  progres- 
sive taxation,  and  maintained  that  the  sj'stem 
was  essentially  unjust  because  taxation  is  simply  a 
payment  for  protection,  and  because  no  one  could 
prove  that  protection  increased  faster  than  property. - 
And  during  the  present  century  a  number  of  writers 
for  a  long  time  took  the  same  ground,  the  most 
noted  of  recent  authors  being  Boccardo,  who  simply 

^"WoUte  man  aber  stets  nur  das  vvirklich  freie  Einkommen 
d.  i  bloss  den  Ueberschuss  besteuern  der  nach  Befriedigung  aller 
Geluste  und  Launen  des  Eigners  als  Ersparniss  am  Schluss  des 
Jahres  iibrig  bleibt,  so  besteuert  man  eigentlich  nichts  als  die 
Sparsamkeit,  gewahrt  der  Verschwendung  eine  Pramie  und  ver- 
liert,  da  selten  ein  solches  Ersparniss  handgreiflich  nachgewiesen 
warden  kann,  das  gauze Steuer-objektaus  den  Handen."  Ibid.,  76. 

-G.  Compagnoni,  "La  Tassa  progressiva"  (1797),  5,  8.  Cf. 
also  Ricco-Salerno,  '  Storia  della  Dottrine  Finanziarie  in  Italia" 
(18S1),  171. 
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follows  Leroy-Beaulieu.  But  he  displays  a  remark- 
able ignorance  of  recent  literature  in  saying  that 
"scientifically  the  question  is  decided,  and  decided 
against  progression. '"''  In  Spain  also,  Pastor,  the 
chief  of  the  earlier  writers  on  finance,  takes  the 
position  that  taxes  must  be  proportional,  because 
they  should  be  proportioned  to  the  benefits  that  each 
citizen  derives. - 


HISTORICAL   APPENDIX   II. 

The  Benefit  Theory  Leads  to  Non-Proportional 
Taxation. 

In  the  preceding  appendix  we  passed  in  review 
most  of  the  advocates  of  the  give-and-take  theory  of 
taxation.  And  we  saw  that  they  drew  from  this 
theory  the  conclusion  of  proportional  taxation. 
There  are,  however,  many  writers  who  stoutly 
uphold  the  benefit  theory,  but  who,  on  the  contrary, 
do  not  confess  that  they  need  on  that  account  to 
defend  proportional  taxation.  The  writers  in  this 
class  really  belong  to  several  categories.  But  they 
may  be  all  classed  together,  in  so  far  as  they  profess 
to  see  the  weakness  of  strictly  proportional  taxation 
as  an  outcome  of  the  benefit  theory.  Some  simply 
object  to  proportional  taxation  without  laying  down 
any  positive  programme  ;    some  modify  the  propor- 

^"Scientificamente  la  questione  della  base  dell'  imposta  e  decisa 
ed  e  decisa  contra  la  progressivita.  Giustizia  in  materia  di  tributi 
non  e  clie  sinonimo  di  proporzionalitii,  fuori  della  quale  non  e  che 
I'arbitrio,  vale  a  dire  precisamente  I'opposto  della  giustizia." 
Boccardo,  "Principii  della  Scienza  e  dell'  Arte  delle  Finanze" 
(1884),  xxvii. 

-Pastor,  "La  Ciencia  de  la  Contribucion"  (1856),  vol.  i. 
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tional  theory  by  positing  the  doctrine  of  exemption 
of  the  minimum  of  subsistence  ;  some  go  so  far  as  to 
demand  progressive  taxation  outright. 

One  of  the  most  remarkable  advocates  of  the  give- 
and-take  theory,  who  at  the  same  time  opposes  the 
proportional  tax  on  property  or  income,  is  Gandillot. 
But  although  he  rejects  the  proportional  property  or 
income  tax,  he  equally  rejects  the  progressive  tax. 

Gandillot  bases  his  idea  of  taxation  not  on  the 
advantages  received  by  the  individual,  but  on  the 
cost  of  service  to  the  state.  He  objects  to  the  theory 
of  advantages,  because  he  says  it  is  impossible  to 
measure  the  advantages  to  each.  He  professes  to 
find  a  safer  guide  in  the  cost-of- service  theory.  Taxes 
must  be  the  exact  return  for  particular  services. 
But  these  services  are  proportional  neither  to  property 
nor  to  income.  They  are  not  proportional  to  property 
in  the  first  place  because  many  public  services  do  not 
interest  all  the  property  ow^ners  at  all;  secondly, 
because  even  if  they  affect  all  ov^ners  they  do 
not  affect  them  in  any  proportion  to  their  possessions, 
since  pieces  of  property  of  the  same  value  may  often 
require  unequal  expenses  for  protection.^  And  taxes 
cannot  be  proportional  to  income,  for  those  v^ho  pur- 
chase  some  gratification  or  protection  or  any  object 
at  all  must  pay  for  it  in  proportion  to  the  value 
of  the  service,  not  in  proportion  to  their  income.  An 

^"  De  toutes  les  regies  en  matieres  fiscales,  la  plus  juste  est  celle 
qui  exige  que  I'impot  soit  toujours  I'exacte  remuneration  d'un  tra- 
vail ou  d'un  objet  fourni."  Gandillot,  "  Principes  de  la  Science 
des  Finances"  (n.  d.,  about  1874),  i,  218.  "  L'impot  n'est  que  le  prix 
de  service  de  protection,  de  production  ou  d'amelioration,  analogue 
aux  travaux  divers  dont  les  frais  determinent  la  valeur  reelle  des 
choses."  Ibid.,  225.  "  Chaque  membre  de  la  nation  ne  doit  payer 
que  ce  qu'il  regoit."     Ibid.,  142. 

'Ibid.,  146. 
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innkeeper  regulates  his  charges  not  in  accordance 
with  the  personal  resources  of  his  guests,  but  accord- 
ing to  the  value  of  the  food,  lodging  and  accommo- 
dations furnished.  But  the  state  is  like  the  inn- 
keeper.^ Taxes  proportional  to  property  or  income 
are  hence  unjust.  They  tend  to  throw  on  some  the 
debts  of  others.^ 

It  is  true  indeed  that  in  Gandillot's  opinion 
progressive  taxes  are  not  much  better.  It  is  not 
so  much  the  proportion  or  progression  which  is 
at  fault,  as  the  basing  of  the  tax  on  property,  or 
income,  or  faculty.  The  only  logical  method,  con- 
cludes Gandillot,  is  to  develop  a  sj'^stem  of  taxation 
where  each  element  shall  exactly  represent  the  cost 
of  the  particular  service  to  the  individual.  But  he 
does  not  show  us  how  this  is  to  be  done.  The 
point  to  which  we  have  desired  to  call  attention  is 
the  fact  that  one  of  the  strongest  advocates  of  the 
give-and-take  theory  holds  that  it  cannot  logically 
lead  to  proportional  taxation.  It  is  here  that  we  see 
the  difference  between  Sargant  in  England  and  Gan- 
dillot in  France:  and  of  the  two,  the  latter  is  the 
more  logical. 

A  far  larger  number  of  writers  object  to  strictly 
proportional  taxation,  sometimes  without  knowing 
it,  when  they  demand  the  exemption  of  a  minimum 
of  subsistence.      For  if  a  certain  amount  of  property 

^''L'impOt,  en  eflfet,  n'est-il  pas  le  prix  d'un  benefice  obtenu  de 
I'Etat;  et  ceux  qui  achetentune  jouissance,  une  protection,  un  bon 
office,  un  objet  quelconque,  ne  doivent-ils  point  payer  cet  objet  au 
prorata  de  leur  lots  respectifs,  sans  egard  a  leurs  revenus?" 
Ibid.,  171. 

^"L'impot  proportionnel  aux  fortunes,  et  I'imput  proportionnel 
aux  revenuSj  tous  deux,  par  une  manifesto  injustice,  tendent  egale- 
ment  a  rejeter  sur  les  uns  la  dette  des  autres."     Ihid.,  172. 
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or  of  income  is  entirely  exempted  the  tax  is  certainly 
not  proportional  on  the  whole  property  or  income. 
It  may  be  proportional  on  the  surplus  above  a  cer- 
tain amount.  But  it  is  then  virtually  degressive 
taxation  on  the  whole. 

The  founder  of  the  minimum-of-subsistence  theory 
has  usually  been  said  to  be  Jeremy  Bentham,  although 
his  words  have  never  been  quoted,  so  far  as  we  have 
noticed.  Bentham  was  a  great  advocate  of  what  he 
called  the  do-nothing  or  be-quiet  theory  in  politics, 
and  held  logically  to  the  give-and-take  theory  of 
taxation.  But  he  maintained  that  it  is  wrong,  as 
it  is  practically  impossible,  to  tax  persons  on  what 
they  need  for  necessaries  of  life.  Never  tax  a  per- 
son when  he  has  not  the  wherewithal  to  pay.  "The 
individual  being  unable  to  pay  the  tax  on  account 
of  his  indigence,  finds  himself  subject  to  grave  evils. 
Instead  of  the  inconveniences  of  the  tax,  the  suf- 
ferings of  privation  are  experienced;  for  this  reason 
a  capitation  tax  is  bad;  because  a  man  has  a  head, 
it  does  not  follow  that  he  has  anything  else."  And 
Bentham  objects  to  taxes  on  the  necessaries  of  life, 
because  they  may  be  followed  by  physical  privations, 
diseases,  and  even  death  itself;  and  no  one  perceive 
the  cause.  All  these  he  calls  "misseated"  taxes, 
because  they  spare  the  rich  to  the  prejudice  of  the 
poor.^ 

Several  decades  before  Bentham,  however,  the 
same  departure  from  proportional  taxation  had  been 
advocated  in  much  more  precise  language  by  French, 
English  and  German  economists.  Thus,  for  instance, 
Forbonnais    took    a    very    strong    position.       '•  The 

^Bentham,  "Principles  of  the  Civil  Code,"  chap.  xv.     In  "Col- 
lected Works"  by  Bowring  (1848),  i,  ?,19. 
8 
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object  of  taxation,"  says  Forbonnais,  "is  the 
preservation  of  property  ;  and  property  is  nil  if  it 
does  not  afford  subsistence.  Hence,  the  physical 
subsistence  of  every  family  is  a  privileged  part  of  all 
income.  Only  the  surplus  above  this  minimum  can 
be  assigned  to  the  public  for  the  support  of 
government."^ 

In  England  the  first  important  writer  to  enounce 
this  principle  was  Sir  James  Steuart.  "According 
to  equity  and  justice  all  impositions  whatsoever 
ought  to  fall  equally  and  proportionally  on  every 
one  according  to  his  superfluity."  Steuart  goes  on 
to  explain  that  this  means  the  income  that  remains 
to  him  after  the  necessary  expenses  of  subsistence. 
"Whatever  a  people  consumes  beyond  the  necessary 
I  consider  as  a  superfluity  which  may  be  laid  under 
taxation."  And  Steuart  continually  recurs  to  the 
position  that  "  nothing  can  be  the  object  of  taxation 
except  what  is  over  and  above  the  physical  necessary 
of  every  one."  The  "physical  necessarians"  is  one 
of  his  favorite  phrases. - 

In  the  famous  debate  which  resulted  in  England's 
first  income  ta.x,  Lord  Auckland  upheld  the  theory  of 
the  exemption  of  a  minimum  of  subsistence — £60 — and 

^ "  Le  service  public  a  pour  objet  la  conservation  des  proprietes;  et 
la  propriete  est  nulle  si  elle  ne  donne  la  subsistance;  d'ou  il  s'ensuit 
que  la  subsistance  physique  de  chaque  famille  est  une  portion 
privilegiee  sur  le  revenu  avant  le  service  public."  .  .  .  "  L'ex- 
cedant  de  cette  subsistance  physique  est  done  la  seule  portion  du 
revenu  sur  laquelle  le  service  public  puisse  ^tre  assign^.  Ainsi  le 
revenu  national,  soumis  aux  combinaisons  de  finance,  n'est  que  le 
montant  du  superflu  de  chaque  citoyen."  Forbonnais,  "Principes 
Economiques"  (1758),  §  5;  in  Guillaumin's  edition  of  "Melanges 
d'Economie  Politique,"  i,  (1847),  204. 

-Steuart,  "  Political  Economy  "  (1767),  book  v,  chap,  xii.  In  his 
"Works,"  vol.  iv.,  298,  314,  317,  etc. 
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of  the  gradual  rise  of  the  rate  up  to  £200  for  the 
same  reasons.  But  he  objected  to  progressive  taxa- 
tion beyond  this  "because  of  the  implied  inference, 
that  because  a  man  possesses  much,  therefore  more 
shall  be  taken  from  him  than  is  proportionably  taken 
from  others."^  Some  of  the  earlier  German  writers 
took  the  same  ground.  Thus  Sonnenfels  in  his 
widely  read  work  on  public  finance  based  his  theory 
of  proportion  on  the  fact  that  governmental  protec- 
tion was  proportional  to  property.  But  he  demanded 
the  exemption  of  the  minimum  of  subsistence,  which 
he  calls  "the  sacred  portion  of  mankind."-  Sonnen- 
fels even  goes  farther  and  demands  the  exemption 
in  each  case  of  a  variable  sura  according  to  the 
standard  of  life;  for  he  sees  that  there  is  no  abso- 
lutely fixed  minimum  of  subsistence.  And  this  sys- 
tem he  calls  the  taxation  of  free  income,  based  on 
the  standard  of  comfort.^ 

Bentham  is  thus  not  the  founder  of  the  theory  of 
the  exemption  of  the  minimum  of  subsistence.'*  The 
chief  advocates,  however,  of  the  degressive  theory 
(in  the  sense  of  proportional  taxation  above  a  cer- 
tain exempted  minimum)  as  an  outcome  of  the  give- 

^"The  Substance  of  a  Speech  made  by  Lord  Auckland  in  the 
Houseof  Peers  on  the  Bill  for  granting  certain  Duties  upon  Income" 
(1799),  25.  That  Lord  Auckland  was  a  believer  in  the  give-and- 
take  theory  clearly  appears  from  his  discussion  of  the  income  tax 
as  "a  fair  price  for  (its)  protection."     Ihid.,  27. 

^"Dieser  geheiligte  Antheil  der  Menscheit.  "  Sonnenfels, 
"  Grundsiitze  der  Polizei,  Handlung  und  Finanz"  (1765),  iii,  §  94. 
See  especially  5th  ed.  (1787),  192-194. 

^"Besteuerung  des  reinen  Einkommens  "  and  "  standesmiissiger 
Unterhait"  are  his  words.     lUd.,  %  102.     iii,  214-216. 

*This  error,  so  often  repeated,  is  probably  due  to  John  Stuart  Mill 
who  refers  only  to  Bentham  in  connection  with  the  doctrine. 
Even  recent  writers  like  Cohn,  "  Finanzwissenschaft"  (1889),  §  221 
repeat  the  mistake. 
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and-take  theory  are  found  among  the  German 
writers  of  the  first  half  of  this  century.  They 
elaborated  what  is  known  as  the  clear-income  theory 
of  taxation  [Freieinkommens-theorie),  which,  as  we 
have  seen/  rests  practically  on  the  Ricardian  view 
of  income. 

Among  the  earliest  advocates  of  the  clear-income 
theory  resting  on  the  benefit  principle  was  Behr- 
Behr  thinks  it  "undeniable  that  the  real  basis  as  well 
as  the  measure  of  the  duty  to  pay  taxes  is  to  be  found 
in  the  participation  in  the  protection,  and  in  the  en- 
joyment of  the  insurance  institutions  of  the  State," 
and  that  any  tax  the  extent  of  which  is  not  regulated 
by  this  condition  sins  against  the  cardinal  doctrine 
of  justice.^  He  deduces  from  this  the  necessity  of  a 
tax  proportional  to  what  he  calls  "clear  produce  of 
property."^ 

The  clear-produce  idea  was  soon  more  sharply 
formulated.  Thus  Jakob  holds  that  it  is  just 
that  everyone  should  pay  the  State  for  the  ad- 
vantages he  receives  or  for  the  expenses  that  he 
occasions,  and  that  this  denotes  taxation  proportional 
to  clear  income.  But  by  clear  income  he  means  the 
exemption    of   necessary    expenses.^     On    the    other 

1  Above,  p.  80. 

2"Es  ist  nicht  zu  laiignen  class  dieser  wahre  Grundder  Steuer* 
pflicht  bestehe  in  der  Theilnahme  am  Schutz,  im  Genusse  der 
Garantie-Anstalten  des  Staats;  dass  das  Mass  der  Steuerpflicht 
eines  Jeden  coincidicen  musse  mit  dem  Umfange  jener  seiner 
Theilnahme,  dieses  seines  Genusses,"  etc.  Behr,  "  Die  Lehre  von 
der  Wirthschaft  des  Staats,  oder  pragmatische  Theorie  der  Finanz- 
gesetzgebung  "  (1822),  92-93. 

•■"'Der  reine  Vermogens-Ertrag  ist  der  eigentliche  Messer  der 
Theilnahme  am  Schutz  und  an  den  Garantie-Anstalten  des  Staats, 
indem  sich  inihnen  nur  die  Realitat  und  das  Product  dieser  Theil- 
nahme ausspricht."     Ihid.^  9G. 

' "  Es  ist  aer  Gerechtigkeit  gemiiss  dass  derjenige  die  Kosten  einer 
Thatigkeit  oder  Anstalt  trage,  der  davon  zu  seinem  Vortlieile  Ge- 
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hand  Lotz  is  not  quite  clear  about  the  principle. 
The  first  rule,  which  he  says  is  the  legal  princi- 
ple, is  to  apportion  taxes  according  to  the  extent  of 
participation  in  the  benefits  of  the  civil  life.  But 
this  is  often  modified  by  the  second  rule,  or  the  eco- 
nomic principle,  that  men  should  be  taxed  according 
to  their  income.*  Lotz  thus  differs  from  the  others  in 
seeming  to  set  the  income  principle  over  against  the 
benefit  principle.  But  he  goes  on  to  define  the 
taxable  income  as  the  surplus  product  above  expenses, 
calculated  according  to  the  individual  circumstances. 
And  he  objects  to  those  who  want  to  take  the  total 
income  as  the  standard."  So  a  few  years  later  Fulda 
demands  proportional  taxation  of  clear  income, 
which  he  defines  as  the  "surplus  over  the  family  ex- 
penses necessary  to  subsistence,  and  over  what  is 
needful  to  keep  up  one's  capital  at  the  original 
figure.'"^     Malchus,  who  at  times  seems  to  hesitate 

brauch  macht,  oder  durch  sein  Verhalten  zu  ihrer  Ausiibung  oder 
Errichtung  Veranlassung  giebt."  He  concludes  that  taxation 
must  be  "  nach  dem  Massstabe  des  reinen  Einkommens."  Jakob, 
"Die  Staatsfinanzwissenschaft"  (1821),  171,  202,  1014;  pp.  112, 
123  and  608  of  second  ed.  (1837.) 

^"Nach  den  Gesetzen  des  Recbts  mochte  es  das  Kiirzeste  sein  den 
offentliclien  Bedarf  auf  jeden  einzelnen  Abgabepflichtigen  nach 
den  Yerhaltnissen  zu  vertheilen,  in  welchen  er  an  den  Vortheilen 
des  burgerlichen  Lebens  Antheil  niinmt."  J.  F.  E.  Lotz.  "Hand- 
buch  des  Staatswirthschaftslehre"  (1822),  §  131.  See  also  2d  ed.  (1837), 
iii,  p.  179. 

-"  Der  einzige,  wahre,  richtige  und  brauchbare  Massstab  .  .  . 
ist  .  .  .  das  reine  Einkommen,  dass  jeder  Abgabenpflichtige 
aus  seiner  Betriebsamkeit  als  Ueberschuss  des  dabei  gehabten 
Guteraufwands  nach  seinen  individuellen  Verhiiltnissen  zieht, 
oder  mit  anderen  Worten  sein  individuelles  reines  Einkommen." 
Ibid.,  iii,   187. 

^"Der  Ueberschuss  iiber  die  Bediirfnisse  seiner  eigenen  und 
seiner  Familie  absolut  nothwendigen  Unterhaltes  und  uber  die 
nothwendigen  Erfordernisse,  die  die  jiihrliche  Unterhaltung  seines 
bereits  erworbenen  stehendeu  und  umlaufenden  Kapitals  fordert." 
Fulda,  "  Handbuch  der  Finanzwissenschaf L  "  (1827),  %l\^,  p.  151. 
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somewhat  about  the  bases  of  taxation,  yet  concludes 
that  equality  and  universality  of  taxation  depend  on 
the  fact  that  every  one  gets  an  equal  protection  from 
the  State. ^  Therefore,  he  thinks  every  one  should  be 
taxed  in  proportion  to  his  clear  income.^  Murhard, 
who  gives  a  good  review  of  the  opinions  of  his  pre- 
decessors, and  who  in  some  places  also  seems  to 
vacillate  between  the  two  theories;^  finally  comes  out 
as  a  decided  opponent  of  progressive  taxation,  on  the 
express  ground  of  McCulloch  that  the  only  just 
theory  is  the  leave-them-as-you-find-them  theory, 
which  to  him  means  proportional  taxation.*  But  he 
qualifies  this  later  by  showing  that  taxes  must  be 
proportional  only  to  clear  income,  according  to  the 
views  of  Behr  and  his  successors.''  Finally  one  of 
the  latest  writers  to  accept  this  theory  was  Bier- 
sack.  Biersack  indeed  thinks  that  the  ideal  stand- 
ard of  taxation  is  the  relative  measure  of  advantages 
that  accrue  to  the  individual.^  This  he  finds  in  the 
proportional  clear  income.     But  unlike  some  of  his 

iThey  depend  "  auf  den  gleichen  Schutz  fiir  Erstrebung  seiner 
individuellen  Zwecke,  und  auf  den  gleichen  Antheil  an  dem 
Genuss  der  Staatsanstalten."  Malchus,  "  Handbuch  der  Finanz- 
wissenchaft"  (1830),  i,  152. 

^"Die  Grdsse  des  Beitrags  muss  mit  der  Grosse  dieses  disponi- 
blen  reinen  Einkommens  moglichst  proportionirt  warden."  Ibid., 
i,  158. 

^Murhard,  "  Theorie  und  Politik  der  Besteuerung"  (1834), 
24,  80. 

*Murhard  quotes  the  Edinburgh  Review  article  of  1833  (without 
knowing  that  it  was  written  by  McCulloch),  and  makes  that  the 
basis  of  his  argument.  Ibid.,  540-553.  Meyer,  "Principien  der 
gerechten  Besteuerung"  (1884),  41,  is  therefore  wrong  in  asserting 
that  Murhard  is  the  originator  of  this  doctrine.    Cf.  above  p.  96. 

'^Murhard,  ibid.,  447-463. 

^"Das  Verhaltniss  in  welchem  die  Einzelnen  an  den  vom  Staate 
gewarhten  Yortheilen  participiren."  Biersack,  "Ueber  Besteue- 
rung," (1856). 
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predecessors  be  restricts  the  "necessary"  income  to 
wliat  is  absolutely  necessary  for  the  individual,  not 
for  his  family,  etc.^ 

Other  more  recent  writers,  who  know  nothing  of 
the  clear-income  theory,  yet  advocate  degressive 
taxation,  not  on  theoretical  grounds,  but  simply  for 
practical  reasons.  Among  modern  French  writers 
on  public  finance  Chailley  is  one  of  the  most  noted. 
He  distinguishes  himself  from  most  of  his  country- 
men in  that  he  advocates  an  income  tax,  as  a  com- 
pensatory tax,  "  imput  de  redressement."  But  like 
most  of  the  French  writers  he  still  follows  the  give- 
and-take  theory  of  taxation.^  Curiously  enough, 
however,  he  favors  what  is  known  as  the  "discrim- 
inating" theory  in  the  income  tax,  i.  e.,  a  differen- 
tiation in  the  rate  according  to  the  source  of  income. 
But  he  opposes  progressive  taxation  for  the  same 
reason  as  Leroy-Beaulieu.  Yet,  again  illogically,  he 
favors  the  exemption  of  the  minimum  of  subsistence, 
"because  the  poor  cannot  pay  it."^  And  he  thus 
declares  himself  a  partisan  of  the  degressive  prin- 
ciple.^ 

Some  of  these  writers  are  brave  enough  to  confess 
that  they  are  not  logical.  So  the  Italian  publicist 
Benvenuti,  who  also  clings  to  the  give-and-take 
theory  and  objects  to  progressive  taxation,  confesses 
that  the  advocates  of  the  exemption  of  the  minimum 
of  subsistence  are  not  logical.^     But  he  avers  that 

iBiersack,  "  Ueber  Besteuerung  "  (1856),  40. 

^Chailley,  "L'  Impot  sur  le  Revenu  "  (1884),  408. 

^"11  s'agit  seulement  de  ne  pas  exiger  d'un  revenu  minime  ce 
qu'il  ne  peut  pas  payer."     Ibtd.,  420. 

^"Ce  serait  Tina  pot  degressif."     Ibid.,  i2Z. 

^"Si,  e  vero,  i  fautori  dell'  imposta  proporzionale,  ammettando  il 
minimum,  non  sono  coerenti  al  loro  principio.     Un  professore  di 
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"  logic  must  be  tempered  with  equity" — and  hence 
conchides  that  the  exemption  is  an  "  incontestable 
necessity."  We  might  feel  tempted  to  retort  with 
his  own  answer  to  Pescatore:  ''How  can  one  deny 
that  what  is  necessary  is  just?"^  It  is  a  poor  argu- 
ment which  defends  degressive  taxation,  even  though 
illogical,  because  it  is  just;  and  which  opposes  pro- 
gressive taxation  on  the  ground  that  it  is  unjust, 
although  the  same  reasons  of  justice  lie  avowedly  at 
the  basis  of  each.  When  we  abandon  logic,  con- 
troversy is  at  an  end. 

The  gradual  development  of  theory  from  degres- 
sive to  progressive  taxation  is  seen  in  Sismondi.  Sis- 
mondi  holds  firmly  to  the  give-and-take  theory,  and 
maintains  that  on  this  account  the  minimum  of  sub- 
sistence must  be  exempted.  ''Taxation  being  the 
price  paid  by  the  citizen  for  his  enjoyments,  we  must 
never  demand  a  tax  when  there  are  no  enjoyments."" 
And  in  an  eloquent  plea  he  points  out  the  danger  of 
infringing   on   this   minimum^ — an  argument  which 

logica  dovrebbe  sgridarneli."  Benvenuti,  "  Le  Imposte,  Teoria  e 
Pratica"  (1869),  90. 

^"Poiche  come  negare  che  sia  giusto  cio  che  ^  necessario." 
Rid.,  77. 

^L'impot  4tant  le  prix  que  le  citoyen  paie  pour  ses  jouissances, 
on  ne  saurait  le  demander  ii  celui  qui  ne  jouit  de  rien  ;  il  ne  doit 
done  jamais  atteindre  la  partie  du  revenu  qui  est  necessaire  ;i  la  vie 
du  contribuable."  Simonde  de  Sismondi,  "  Nouveaux  Principes 
d'Economie  Politique  "  (1819),  book  vi,  chap.  ii.  I  quote  from  the 
2nd  ed.  (1817),  vol.  ii,  170. 

^"11  y  a  dans  le  salaire  une  partie  necessaire  qui  doit  conserver 
la  vie,  la  force  et  la  sante  de  ceux  qui  le  per^oivent,  afin  que  la 
travail  se  continue,  afin  que  la  salaire  qui  pour  eux  est  un  revenu, 
mais  qui  est  un  capital  pour  ceux  qui  payent,  puisse  rendre  a  ces 
derniers  les  fruits  qu'ils  en  attendent,  et  continuer,  d'ann(^^e  en 
annee,  :\  imprimer  le  mouvement  a.  la  machine  sociale.  Malheur 
au  gouvernement  qui  louche  a  cette  partie;  il  sacrifie,  tout  ensemble, 
et  des  victimes  humaines  et  I'esperance  de  ses  futures  richesses." 
Ibid.,  168. 
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holds  good  of  course  only  on  the  assumption  that  the 
tax  is  not  shifted.  But  Sismondi  goes  further.  Most 
of  the  public  expenses  are  destined  to  protect  the 
rich  against  the  poor;  hence  it  is  just  "that  the  rich 
contribute,  not  only  in  proportion  to  their  wealth, 
but  something  in  addition,  in  order  to  maintain  this 
order  which  is  so  advantageous  to  them.'*^  Sismondi 
shows  how  this  may  be  done,  and  although  he  thinks 
that  we  may  admit  the  principle  of  proportion  "with 
these  slight  modifications,"^  it  is  apparent  that  the 
"slight  modifications"  in  reality  constitute  a  system 
not  of  proportional,  but  of  progressive  taxation. 
Sismondi,  thus  almost  against  his  will,  gives  up  the 
theory  of  proportional  taxation. 

Finally,  we  have  a  class  of  writers  who  deduce 
from  the  give-and-take  doctrine  the  theory  of  pro- 
gressive taxation  in  its  entirety.  The  earliest  advo- 
cate of  this  tendency  is  the  celebrated  Condorcet. 
Condorcet  starts  out  with  maintaining  the  necessity 
of  exempting  the  minimum  of  subsistence.  A  pro- 
portional tax  on  the  income  exceeding  a  given  sum 
is  a  progressive  tax  on  the  whole  income;  and  this 
is  absolutely  in  accordance  with  the  principles  of  the 
most    rigorous    justice.'^     (In  reality  it  is  degressive 

^"La  plus  grande  partie  des  frais  de  I'etablissement  social  est 
destinee  a  defendre  le  riche  centre  le  pauvre;  parceque,  si  on  les 
laissait  a  leurs  forces  respectives,  le  premier  ne  tarderait  pas  a 
etre  depouill^.  II  est  done  juste  que  le  riche  contribuo,  non-seule- 
ment  en  proportion  de  sa  fortune,  mais  par  dela  meme  cette  pro- 
portion, ^  soutenir  un  ordre  qui  lui  est  aussi  avantageux." 
Ibid.,  155. 

^"Avec  ces  l^g^res  modifications,  on  peut  done  admettre  la  regie 
generale  que  chacun  doit  contribuer  au  maintien  de  la  societe  en 
proportion  de  son  revenu."     Ibid.,  157. 

'"La  partie  de  ce  revenu,  necessaire  a,  lasubsistancede  lafamille, 
ne  peut  etre  imposee     .     .     .     C'est  done  sur  I'exc^dant  seul  que 
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taxation  on  the  whole:  but  scientific  terminology  was 
not  5'et  well  developed  in  his  day).  We  must  go 
further,  however,  says  Condorcet.  There  are  some 
public  expenses  which  have  a  special  value  to  the 
rich,  without  losing  their  value  common  to  all.  In 
fact,  you  can  never  really  encourage  the  useful  arts 
without  producing  a  perfection  which  will  be  of  es- 
pecial benefit  to  the  wealthy.  Hence,  the  rich  ought 
to  pay  an  additional  sum  because  of  certain  exclusive 
benefits  that  accrue  to  them  from  governmental 
activity.  This  is  the  second  sense  in  which  progres- 
sive taxation  is  just.^  Condorcet  goes  on  to  point 
out  some  limitations  on  the  rate  of  graduation.  But 
in  principle,  he  favors  progression  because  of  his  be- 
lief in  the  greater  benefits  to  the  wealthy. 

The  chief  modern  advocate  of  progressive  taxation 
as  the  outcome  of  the  give-and-take  theory  is  Joseph 
Garnier.  Garnier  makes  a  distinction  between  the 
progressive  tax  and  what  he  calls  the  progressional 

I'impot  doit  etre  place.  .  .  .  Voila  done  un  impot  proportionnel 
sur  la  portion  du  revenu  excedant  400  livres,  mais  progressif  sur  le 
revenu  entier  et  cette  distribution  est  absolument  conforme  aux 
principes  de  la  plus  rigoureuse  justice."  Condorcet,  "Sur  I'lmpot 
Progressif"  (1792),  in  Guillaumin's  edition  of  "Melanges  d'Econ- 
omie  Politique,"  i  (1847),  667. 

^"  Or  il  existe  des  depenses  dont  I'utilite  n'est  au  dessus  des  pri- 
vations occaeionnees  par  Timpot  que  pour  ceux  auxquels  il  n'ote 
qu'un  veritable  superflu.  .  .  .  Ensuite  la  meme  depense  ne 
peut-elle  avoir  pour  le  riche  une  utilite  dont  il  profite  seul,  sans 
qu'il  ne  perde  rien  de  I'utilite  commune  a  tous?  ...  II  serait 
done  tres  juste  de  dire:  tous  les  revenus  sont  proportionnellement 
imposes;  mais,  au-dessus  d'un  certain  terme,  I'exeedant  paiera 
proportionnellement  une  autre  contribution.  .  .  .  Celle-ci  sera 
destinee  a,  faire  payer  par  les  riches  certains  avantages  exclusifs 
qu'ils  retirent  de  depenses,  faites  a  la  verite  pour  I'utilite  generale, 
mais  dont  il  resulte  necessairement  des  jouissances  qui  ne  peuvent 
etre  que  pour  eux  seuls.  Voila  encore  un  second  sens  dans  lequel 
I'impot  progressif  est  conforme  a  la  justice."     Ibid.,  568-5G9. 
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tax.  In  the  former  case  the  progression  is  rapid  and 
unlimited,  and  the  tax  is  therefore  absurd,  because 
it  is  simply  a  means  of  spoliation.  In  the  latter  case, 
that  of  the  "rational  and  serious  progressive  tax,*' 
the  progression  increases  very  slowly  and  stops  at  a 
moderate  maximum,  so  that  it  can  never  exceed  a 
definite  and  limited  portion  of  the  income.  That  is 
what  he  calls  the  progressional  tax,  or  the  rational 
progressive  tax.  And  while  he  hotly  opposes  the 
first,  Garnier  strongly  upholds  the  second,  and 
objects  to  most  of  the  French  writers  for  con- 
found ing  the  two.  But  in  reality,  notwithstanding 
Garniers  explanations,  there  is  no  difference  in 
principle.     They  are  both  progressive  taxes. 

The  real  basis  of  Garnier* s  defense  of  the  progres- 
sive tax,  in  the  sense  of  a  moderate  progression,  is 
that  the  protection  afforded  by  the  state  increases 
faster  than  the  increase  of  property.  This  he  looks 
upon  as  a  self-evident  fact,  and  is  content  with 
simply  positing  it  as  an  axiom.  Since  protection  in- 
creases more  than  proportionally  to  property,  taxa- 
tion must  increase  progressively.  That  is  the  true, 
legitimate,  really    rational,    ideal    tax.'     It    is    true, 

^"L'imput  ideal  vraiment  legitkne,  vraiment  rationnel  est  celui 
qui  equivaut  exactement  aux  avantages  que  le  contribuable  retire 
de  la  society  et  surtout  a  la  valeur  de  la  s^curite  qui  lui  est  garantie. 
Or  la  question  est  de  savoir  si  ceux  qui  ont  de  forts  revenus  et 
une  belle  situation  dans  la  society  nesont  pas  proteges  plus  quepro- 
portionnellement  a  leur  fortune.  Si  Ton  trouvait  que  les  citoyens  plus 
aises  sont  proteges  progressivement,  c'est  a.  dire  que  la  protection  qu' 
ils  resolvent  est  plus  que  proportionnelle  ii  leur  avoir  physique  et 
morale,  ils  devraient  contribuer  plus  que  proportionnellement;  alors 
la  legitimite  de  I'imput  progressif  ne  saurait  ^tre  combattue,  et  la 
difficulte  ne  serait  plus  que  dans  les  moyens  d'application.  Dans 
ce  cas,  toutes  les  reformes  financieres  devraient  tendre  Ti  ^tablir 
une  proportion  progressive,  si  je  puis  dire,  plus  juste  et  plus  equit- 
able que  I'^galit^  de  I'impdt  qui  n'est  la  plupart  du  temps  qu'une 


124         Progresswe  Taxation  in  Tfieory  and  Practice. 

indeed,  that  Garnier  refers  later  on  to  the  possibility 
of  basing  the  principle  of  progression  on  some  other 
reason,  when  he  asks  '•  In  case  of  public  expenses 
for  other  purposes  than  for  security,  is  it  not  legiti- 
mate for  the  rich  to  pay  more  than  the  poor?'"  But 
he  does  not  attempt  to  develop  this  idea.  So  that  his 
whole  contention  may  be  said  to  rest  on  the  principle 
of  protection. 

In  Germany  several  writers  have  maintained  that 
the  give-and-take  theory  leads  to  progressive  taxa- 
tion, which  they  uphold  on  that  account.  In  one  of 
his  earlier  works  Eisenhart  asserts  that  "the  bene- 
fits which  individuals  do  or  can  derive  from  govern- 
mental institutions  increase  in  geometrical  progres- 
sion."'" So  Judeich  thinks  that  the  state  offers  a  great 
many  advantages  which  may  theoretically  be  enjoyed 
by  all,  but  most  of  which  are  practically  enjoyed 
only  by  the  wealthier  classes.  Hence  to  tax  every 
one  in  a  strict  proportion  would  be  unjust.^ 

monstrueuse  inegalit^;  encore  plus  juste  et  plus  equitable  que  la 
simple  proportion  (souvent  improportionnelle  en  fait)."  Jos.  Gar- 
nier, "Traite  des  Finances,"  4th  ed.  (1883)  69.  (Jf.  first  edition 
(]858),  25.  The  idea  is  found  already  in  nis  "Elements  d'Econo- 
mie  Politique,"  1st  ed.  (1846). 

^"Quand  il  s'agit  de  depenses  publiques  autres  que  celles  de  la 
securite,  quand  il  s'agit  de  depenses  de  luxe,  d'agr^ment,  etc.,  ne 
semble-t-il  pas  legitime  que  le  riche  et  1  'ais6  payent  plus  large- 
ment  que  le  pauvre,  que  le  citadin  paye  plus  que  le  campagnard." 
Ihid. 

-"Denn  der  Vortheil,  welchen  ein  Jeder  von  den  offentlichen 
Anstalten  hat  oder  haben  kann  nimmt  nicht  bloss  einfach  mit 
seinem  Einkommen  zu,  sondern  steigt  in  zusammengesetzten 
Satzen,  in  geometrischer  Progression."  Eisenhart,  "Philosophic 
des  Staates,"  ii  (1844),  197.  Later  on,  it  is  true,  in  his  special  work 
on  taxation  he  formally  abandons  the  give-and-take  theory  com- 
pletely.    Eisenhart,  "Kunst  der  Besteuerung"  (1868),  5-9. 

'"  Der  Staat  bietet  eine  Menge  Vortheile,  welcho  /.war  von  alien 
Unterthanen  benutzt  werden  durfen,  die  aber  nur  von  den  VVohl- 
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The  most  remarkable  attempt  to  prove  that  the 
give-and-take  principle  leads  logically  to  progressive 
taxation  was  made  by  the  French  engineer  Fauveau, 
in  a  work  where  the  mathematical  method  is  applied 
to  taxation.  Fauveau  discusses  four  possible  bases 
of  taxation,  namely  that  taxes  should  be  based  on 
the  hypothesis:  (1)  that  every  one  owes  to  society 
what  he  gains  from  the  social  protection;  (2)  that 
every  one  owes  to  society  what  it  costs  society  to 
protect  him;  (3)  that  every  one  ought  to  receive  from 
the  social  protection  an  equal  moral  advantage;  (4) 
that  society  ought  to  impose  on  every  one  an  equal 
moral  sacrifice.^  Here  we  are  concerned  with  the 
first  two  hypotheses  only.  The  others  we  shall  take 
up  later.- 

Fauveau  objects  to  the  assertions  of  Thiers  and 
Molinari  that  the  insurance  theory  leads  to  propor- 
tion. Insurance  companies,  saj's  he,  fix  the  premi- 
ums not  alone  in  proportion  to  the  amount  of  prop- 
erty insured,  but  according  to  the  risks;  so  that  the 
same  amount  of  property  may  often  pay  different 
rates  of  insurance.  Now  100,000  francs  of  property 
which  belong  to  one  man  would  (if  there  were  no  so- 
cial protection)  stand  a  much  greater  chance  of  being 
pillaged  than  the  same  amount  belonging  to  several 
individuals.  The  premium  of  insurance  would  have 
to  be  made  up  of  all  the  infinitely  small  premiums 
for  insuring  each    particular  element    of    the  large 

habenden  benutzt  werden  konnen.  Es  ware  ungerecht,  den  we- 
niger  Bemittelten  im  gleichem  Verhaltnisse  zu  besteuern,  da  er 
nicht  im  Stande  ist,  im  gleichen  Verhaltnisse  die  Einrichtungen 
des  Staates  zu  gebrauchen."  Judeich,  "  Die  Rentensteuer  im  K6- 
nigreiche  Sachsen  dargestellt"  (1857),  111-112. 

^G.  Fauveau,  "Considerations  Mathematiques  sur  la  Theorie  de 
rimpot"  (1864),  12. 

2  Below,  p.  163. 
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property;  for  one  runs  the  risk  of  losing  not  only 
the  whole  of  the  property  but  all  the  amounts  infe- 
rior to  the  whole.'  And  after  a  lengthy  computa- 
tion, bristling  with  mathematical  formulas,  Fauveau 
concludes  that  taxation  regarded  as  an  insurance 
premium  must  increase  more  rapidly  than  the  value 
of  the  property  insured,  but  less  rapidly  than  the 
square  of  the  value. ^  In  other  words  the  insurance 
theory  of  taxation  leads  to  progression. 

On  the  other  hand  if  we  desire  to  proportion  tax- 
ation to  the  cost  of  benefits  received,  Fauveau  thinks 
it  impossible  to  settle  on  any  definite  rate  at  all. 
The  cost  of  punishing  attacks  made  on  security 
of  property  grows  less  rapidly  than  the  value  of 
the  property;  but  the  cost  of  preventing  possible 
attacks  is  progressive,  just  as  are  the  insurance  pre- 
miums. He  maintains,  however,  that  in  this  case  it 
is  impossible  to  lay  down  any  mathematical  pro- 
portion.^ These  arguments,  as  we  have  already 
seen,  are  not  very  convincing.'*  But  it  is  interesting 
to  note  how  the  defenders  of  the  benefit  theory 
themselves,  by  a  gradual  evolution,  come  to  advo- 
cate progressive  taxation. 

Let  us  now  leave  this  whole  school  and  investigate 
the  arguments  of  those  who  propound,  on  the  con- 
trary, what  is  known  as  the  faculty  theory  of  taxa- 
tion. 

^"C'est  que  chaque  individudoit,  pour  etre  assur^  de  la  possession 
de  son  bien,  une  somme  qui  se  compose  de  toutes  les  primes 
infiniment  petites  dues  pour  se  faire  assurer  chacun  des  Elements 
de  ce  bien,  car  on  court  risque  d'etre  vole  non  seulement  de  la 
totalite  de  son  bien,  mais  de  toutes  les  sommes  inf^rieures  acette 
totalite."     Fauveau,  op.  cit.,  24. 

^"L'analyse  mathematique  prouve  que  I'impot  doit  croitre  plus 
rapidement  que  la  valeur  des  biens  assures,  mais  moins  rapide- 
ment  que  la  carre  de  la  valeur  de  ces  biens."     Ibid.,  26. 

Hhid.,  §  32. 

*See  above,  pp.  83-85. 


CHAPTER    III. 

THE    FACULTY    THEOKY. 

The  faculty  theory  of  taxation  is  very  old.  That 
a  man  should  contribute  to  the  public  burdens  in 
proportion  to  his  ability  or  faculty  is  a  principle  that 
dates  back  to  the  middle  ages,  both  in  theoretical 
literature  and  in  practical  legislation,  and  may  even 
be  found  in  its  main  outlines  in  the  writings  of  the 
Greek  philosophers.  The  word  ''faculty"  is  the 
usual  one  in  Latin  and  French  tax  laws  and  is  the 
general  term  employed  in  all  the  early  American 
laws,  so  that  "  faculty  "  seems  to  be  a  peculiarly  ap- 
propriate term  to  use  in  American  discussions.  For 
a  long  time,  however,  the  best  practical  test  of  fac- 
ulty was  supposed  to  be  general  property.  Thus  all 
through  the  middle  ages  when  local  taxes  were 
levied  at  all,  they  were  assessed  on  general  property 
on  the  principle  juxta  bonorum  facultatem  or  pro 
honoruni  facilitate,^ 

In  England  the  word  ability  is  first  used  in  a  gen- 
eral statute  in  the  Elizabethan  poor  law,  which  pro- 
vides for  the  taxation  of  every  inhabitant  of  the 
parish  "according  to  the  ability  of  the  parish" — a 
term  interpreted  to  mean  property."     It  had  been  so 

^Cf.  my  article  on  "The  General  Property  Tax,"  in  Political 
Science  Quarterly,  v,  48. 

^Stat.  43  Eliz.,  chap.  2,  sec/ 1.  For  the  gradual  change  in  the  in- 
terpretation of  the  word  see  the  volume  entitled,  "The  Local  Taxes 
of  the  United  Kingdom,  published  under  the  direction  of  the  Poor 
Law  Commissioners"  (1846),  8  et  seg. 
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common  to  identify  faculty  with  property  that  when 
the  words  ability  or  faculty  were  first  used  in  Amer- 
ican colonial  legislation  they  were  held  to  be  tanta- 
mount to  property.^ 

Later  on;  the  interpretation  of  "faculty"  was 
somewhat  altered.  From  meaning  property,  it  now 
began  to  denote  revenue  or  income.  But  it  was  still 
interpreted  to  imply  a  proportional  tax, — proportional 
now  no  longer  to  property,  but  to  income.  We 
see  this  idea  carried  out  in  practical  legisla- 
tion. Thus,  not  to  speak  of  the  mediaeval  town 
taxes  in  Europe,  we  find  in  the  tax  laws  of 
the  American  colonies  toward  the  middle  of 
the  eighteenth  century  the  word  "faculty"  used  to 
designate  the  "returns  and  gains  *'  as  over  against 
the  "visible  estates"  or  property;  and  the  tax  was 
expressly  called  the  "faculty  tax"  or  the  "assessment 
on  the  faculty."'  So  again  during  the  French  Revo- 
lution the  principle  was  repeatedly  laid  down  that 
taxation  should  be  according  to  faculty,  or  according 
to  estates  and  faculties, — faculty  being  presumed  to 
stand  for  revenue  as  over  against  the  property.^    But 

^See  my  article  on  "  The  General  Property  Tax,"  57. 

^See  the  laws  of  Massachusetts  Bay  (1646),  Plymouth  (1643), 
Connecticut  (1650),  New  Haven  (164!))  and  Rhode  Island  in  the 
article  on  "The  General  Property  Tax,"  just  quoted,  p.  58. 

^"La  contribution  commune  doit  etre  egalement  repartie  entre 
tous  les  citoyens  en  raison  de  leur  facultes."  "Declaration  des 
Droits  de  I'Homme  et  du  Citoyen."  26  Aoflt — 3  Novembre,  1789, 
§  13.  Repeated  word  for  word  in  the  Constitution  of  1791,  §  13. 
"Toutes  les  contributions  et  charges  publiques  seront  supportees 
pToportionnellement  par  tous  les  citoyens  et  par  tous  les  proprie- 
taires  ^  raison  de  leurs  biens  et  facultes."  Acte  constitutionnelsur 
les  Imp6ts  de  12  Oct.— 6  Nov.  1789,  §  1.  "Les  contributions  seront 
reparties  entres  tous  les  contribuables  a  raison  de  leurs  facultes." 
Constitution  du  5  Fructidor,  An  III  (1795),  §  306.  The  work  of 
H^'lie,  "Les  Constitutions  de  la  France"  (1880),  contains  all  the 
clauses  referred  to.     See  pp.  32,  53,  269  and  461. 
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in  all  cases,  with  only  one  exception  to  be  noticed 
below/  the  faculty  tax  was  held  to  mean  a  propor- 
tional, not  a  progressive  tax.  And  later  on,  in  the 
French  constitutions  of  1814  and  1880,  the  term 
faculty  tax  seems  to  be  used  in  the  sense  of  a  propor- 
tional tax  on  property.^  But  it  was  not  so  under- 
stood by  the  legislature,  which  continued  the  revolu- 
tionary system  of  taxation  according  to  revenue; 
and  in  the  constitution  of  1848  the  old  words  •'•fac- 
ulty and  fortune"  are  again  used  to  designate  the 
proportional  tax.' 

The  idea  that  faculty  or  ability  is  measured  by  in- 
come obtained  a  firm  foothold  in  theory  through  the 
celebrated  maxim  of  Adam  Smith  that  '•  the  subjects 
of  every  state  ought  to  contribute  ...  as 
nearly  as  possible  in  proportion  to  their  respective 
abilities,  that  is  in  proportion  to  the  revenue  which 
they  respectively  enjoy,"  etc.  And  for  some  time 
the  theorists  regarded  the  proportional  income  tax  as 
the  ideal,  which  ought  to  be  substituted  for  the 
whole  existing  system  of  taxation. 

It  was  not  long,  however,  before  a  slightly  differ- 
ent interpretation  was  put  on  faculty.  Income  was 
still  regarded  as  the  test  of  faculty,  but  the  definition 
of  income  was  altered,  or  rather  only  a  portion,  not 
the  whole,  of  the  income  was  henceforth  regarded  as 
the  standard  of  ability.^     Only  that  part  of  income 

^Seethe  law  of  1793,  p.  136  of  this  monograph. 

-"Les  Fran^ais  contribuent  indistinctement,  dans  la  proportion 
de  leur  fortune,  aux  charges  de  I'Etat."  Charte  Constitutionnelle 
du  4  Juin,  1814,  §  2.  Repeated  in  the  C'harte  Constitutionnelle 
du  7  Aout,  1830,  §  2.     In  H^lie,  op.  cit.,  886,  988. 

^"Chacun  contribue  A,  I'imput  en  proportion  de  ses  facultes  et  de 
sa  fortune."    Constitution  du  4  Nov.  1848,  §  15.    In  Helie,  1104. 

'A  carious  and  little  known  interpretation  of  the  term  "ability" 
is  found  in  the  eighteenth  century  in  the  administration  of  the 
9 
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which  exceeded  what  was  necessary  for  existence 
was  declared  taxable.  The  idea,  we  know,  had 
already  been  developed  by  the  advocates  of  the  give- 
and-take  theory  of  taxation,  like  Steuart,  Bentham, 
Forbonnais  and  a  whole  host  of  German  writers  in 
the  first  half  of  this  century.  But  the  clear-income 
theory,  as  it  is  called,  was  adopted  also  by  the  advo- 
cates of  the  faculty  principle.  That  is  to  say,  taxa- 
tion as  demanded  by  the  faculty  principle  should  be 
proportional  indeed,  but  proportional  only  to  that 
part  of  income  which  exceeded  a  definite  sum.  The 
m.inimum  of  subsistence  should  be  exempted.  It  is 
readily  seen  that  the  resulting  tax  would  not  be 
strictly  proportional,  but  graduated  as  to  the  whole 
income,  although  it  would  be  proportional  to  a  cer- 
tain excess  of  income. 

The  entering  wedge,  which  thus  began  to  modify 
the  conception  of  faculty,  was  soon  pushed  further 
in.  The  original  idea,  as  we  have  seen,  was  that  of 
production.  Whether  the  product  was  taken  as  it 
came  in  in  the  shape  of  income,  or  as  it  permanently 
remained  in  the  shape  of  property,  is  immaterial  in 
so  far  as  this  point  is  concerned.  Both  property  and 
income,  as  tests  of  faculty,  had  regard  to  conditions 
of  production.  But  as  soon  as  a  demand  was  made 
for  the  exemption  of  the  minimum  of  subsistence,  a 
new  factor  was  introduced, — namely,  the  conditions 
of  consumption.  AVhat  the  individual  received  or 
produced  in  the  way  of  income  was  no  longer  the 

English  local  poor  rate.  The  "ability"  of  the  taxpayer  was  normally 
to  be  found  in  the  actual  rent  of  his  property,  but  the  court  held 
that  some  regard  should  be  paid  ad  statuni  et  facilitates  and  interpre- 
ted this  to  mean  the  number  of  the  family.  Cf.  the  c?.se  in  1  Bott. 
119.  It  has  already  been  pointed  out  that  the  English  income  tax 
later  on  made  abatements  according  to  the  size  of  the  family. 
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only  consideration;  the  ability  to  apply  this  product 
to  the  satisfaction  of  his  necessary  wants  became  an 
equally  cogent  factor. 

But  it  was  only  a  step  to  enlarge  the  conception  of 
consumption.  Not  alone  the  satisfaction  of  necessary 
wants,  but  the  satisfaction  of  all  wants,  now  became 
the  Avatchword.  Faculty  was  declared  to  consist  not 
alone  in  power  of  production  or  extent  of  product, 
but  also  in  the  power  to  use  the  product  to  satisfy  all 
one's  wants.  The  conditions  which  limit  faculty  are 
to  be  found  not  only  in  the  amount  of  the  income, 
but  in  the  demands  that  are  made  upon  the  individ- 
ual in  disposing  of  his  income.  In  other  words,  the 
idea  of  burden,  or  of  sacrifice,  was  introduced.  Equal- 
ity of  pressure,  or  equality  of  sacrifice,  now  became  a 
fundamental  consideration;  and  faculty  or  capacity 
to  pay  taxes  was  henceforth  declared  to  be  measured 
by  that  proportion  of  his  product  or  income,  the  loss 
of  which  would  impose  upon  the  individual  an  equal 
burden  or  sacrifice  with  his  neighbor. 

The  doctrine  of  faculty  as  reinvigorated  by  the 
conception  of  sacrifice  was  thus  made  the  starting 
point  of  a  new  scientific  movement.  Some  writers, 
like  the  German  Rau,  declared  the  two  ideas  virtually 
synonymous.  Some,  like  John  Stuart  Mill,  let  fall 
entirely  the  conception  of  faculty  and  maintained 
that  the  only  test  of  just  taxation  was  equality  of 
sacrifice.  Finally,  other  more  modern  authors  have 
sought  to  combine  the  two  ideas,  maintaining  that 
the  conception  of  faculty  can  be  really  grasped  only 
when  interpreted  in  the  light  of  equal  sacrifice,  or 
conditioned  by  it. 

What,  now,  were  the  conclusions  drawn  from  this 
doctrine  of  equal  sacrifice. — a  doctrine  which,  as  we 
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shall  see,  is  by  no  means  so  new  as  it  has  been  gen- 
erally assumed,  and  which  is  found  in  many  oi  the 
writers  Avho  have  almost  universally  been  passed 
over  in  the  history  of  the  science  of  finance?  The 
argument  may  be  expressed  as  follows. 

All  individual  wants  vary  in  intensity,  from 
the  absolutely  necessary  wants  of  mere  subsistence 
to  the  less  pressing  wants  which  can  be  satisfied  by 
sheer  luxuries.  Taxes,  in  so  far  as  they  rob  us  of 
the  means  of  satisfying  our  wants,  impose  a  sacrifice 
on  us.  But  the  sacrifice  involved  in  giving  up  a 
portion  of  what  enables  us  to  satisfy  our  necessary 
wants  is  very  different  from  the  sacrifice  involved  in 
giving  up  a  portion  of  what  enables  us  to  satisfy  our 
less  urgent  wants.  If  two  men  have  one  thousand 
dollars  and  one  hundred  thousand  dollars  income  re- 
spectively, we  impose  upon  them  not  equal,  but  very 
unequal  sacrifices  if  we  take  away  the  same  propor- 
tion, say  ten  per  cent,  from  each.  For  the  one  thou- 
sand dollar  individual  now  has  only  nine  hundred 
dollars,  and  must  deprive  himself  and  his  family  of 
necessaries  of  life;  the  one  hundred  thousand  dollar 
individual  has  ninety  thousand  dollars,  and  if  he  re- 
trenches at  all  in  his  expenditures,  which  is  very 
doubtful,  he  will  give  up  only  great  luxuries,  which 
do  no  satisfy  any  pressing  wants.  The  sacrifice  im- 
posed on  the  two  individuals  is  not  equal.  We  are 
imposing  on  the  one  thousand  dollar  man  a  far 
heavier  sacrifice  than  on  the  one  hundred  thousand 
dollar  man.  In  order  to  impose  equal  sacrifices  we 
must  tax  the  richer  man  not  only  absolutely,  but  re- 
latively, more  than  the  poor  man.  That  is,  the  tax 
must  be  not  proportional,  but  progressive;  the  rate 
must  be  lower  in  the  one  case  than   in  the  other. 
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And  since  our  wants  shade  imperceptibly  into  each 
other,  from  absolute  necessities,  to  comforts,  to  com- 
parative luxuries,  to  extreme  luxuries,  logic  would 
require  the  progression  to  be  gradual. 

This  doctrine  was  soon  assailed  from  several  sides. 
Some,  like  Leroy-Beaulieu,  opposed  it  simply  because 
they  denied  the  validity  of  the  sacrifice  theory  as 
over  against  the  benefit  theory.  But  they  may  be 
passed  over  here,  as  they  have  already  been  dis- 
cussed under  the  head  of  advocates  of  the  benefit 
theory.  Others,  like  Mill,  asserted  that  the  doctrine 
was  ''too  disputable  entirely,"  without  clearly  show- 
ing, however,  in  what  way  it  could  be  disputed.  For 
they  still  believed  in  the  equality-of-sacrifice*  doc- 
trine, although  they  did  not  desire  to  go  beyond  the 
exemption  of  the  minimum  of  subsistence.  Others 
again,  among  recent  writers,  have  accepted  the'con- 
clusion  as  to  progressive  taxation,  but  maintain  that 
the  premises  should  be  slightly  altered.  Others, 
finally,  have  pointed  out  that  the  conclusion  itself 
should  be  somewhat  changed. 

To  take  the  last  point  first.  If  we  accept  the  ar- 
gument, so  it  was  said,  it  follows  that  the  rate  of 
progression  should  continually  increase  until  finally 
the  whole  income  or  property  would  be  swallowed 
up  by  the  tax.  This  is  a  most  common  objection 
and  one  of  the  favorite  arguments  with  opponents  of 
progressive  taxation.  It  may  be  traced  as  far  back 
as  the  last  century.  JoUivet,  for  example,  called 
the  progressive  tax  the  vulture  which  consumes 
its  own  entrails.^     In  answer  to  this  it  was  pointed 

i"L'  impot  progressif,  en  derniere  analyss,  c'est  le  vautour 
dechirant  ses  propres  entrailles."  J.  B.  M.  Jollivet,  "  De  1'  Impdt 
Progressif,  et  du  Morcellement  des  Patrimoines  "  (1793),  96. 
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out  that  the  progressive  rate  would  satisfy  the 
demand  of  theory  by  applying  only  to  the  succes- 
sive increments  of  property  or  income,  so  that  the 
hundred  per  cent  rate,  even  if  it  were  ever  reached, 
would  never  apply  to  the  entire  income,  and  there- 
fore could  never  confiscate  the  whole.  But  more 
than  this,  many  of  the  advocates  of  progressive 
taxation  hold  that  the  rate  of  progression  ought 
itself  to  be  degressive.  This  was  deemed  to  follow 
logically  from  the  argument  above.  For  if  the 
intensity  of  our  wants  differs  very  considerably  with 
different  objects,  the  loss  of  a  given  sum  of  money 
will  affect  the  poor  man  and  the  rich  man  very 
unequally;  because  in  the  one  case  it  trenches  upon 
necessaries,  in  the  other  case  it  does  not.  But  in  pro- 
portion as  we  approach  the  less  necessary  wants,  the 
difference  in  intensity  diminishes,  until  finally,  when 
we  deal  with  large  deductions  from  large  incomes, 
there  is  virtually  no  difference  in  the  intensity  of 
the  wants  because  these  amounts  serve  to  satisfy 
wants  for  extreme  luxuries,  the  loss  of  which  will 
be  of  equally  little  importance.  Therefore  the  rate 
of  taxation  should  gradually  increase  up  to  a  certain 
point,  then  decrease  with  the  difference  in  the  inten- 
sity of  the  wants,  until  finally  when  the  point  is 
reached  beyond  which  the  wants  are  of  equally  little 
importance,  the  rate  should  be  the  same.  In  other 
words  taxation  should  be  progressive,  but  the  rate 
of  progression  should  itself  gradually  decrease. 
Equality  of  sacrifice  therefore  leads  to  degressively 
progressive  taxation. 

We  come,  now,  to  those  writers  who  accept  the 
conclusion,  but  desire  a  change  in  the  premises. 
For  instance,  some,  like  the  recent  Austrian  econo- 
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mist,  Meyer,  while  approving  progressive  taxation, 
think  that  the  premises  prove  a  little  too  much. 
If  the  doctrine  of  equal  sacrifice  is  to  be  interpreted 
as  meaning  that  the  intensity  of  the  wants  which 
remain  unsatisfied  because  of  the  tax  must  be 
equal,  then  the  tax  would  have  to  take  from  the 
large  income  the  whole  difference  between  it  and 
the  smaller  income,  as  only  thus  could  equality 
of  sacrifice  in  the  sense  indicated  be  attained.  But 
this,  they  hold,  would  be  rank  communism.  These 
writers,  therefore,  propose  to  measure  the  equality 
of  the  sacrifice  in  a  different  way, — not  by  the  in- 
tensity of  the  wants  that  remain  unsatisfied  because 
of  the  tax,  but  by  the  degree  in  which  the  tax  in- 
creases the  intensity  of  the  last  wants  that  are 
actually  satisfied.  The  stress  is  laid  upon  the  satis- 
fied, not  the  unsatisfied  wants. 

This  objection  however  is  of  very  little  weight, 
because  it  ascribes  an  arbitrary  meaning  to  the  word 
"equal."  When  economists  speak  of  equal  sacrifice 
they  mean  relatively  proportional  sacrifice.  When 
we  speak  of  equality  of  taxation,  we  certainly  do 
not  mean  that  the  identically  same  amount  should 
be-  taken  from  each  one;  for  that  would  involve  the 
grossest  inequality.  Where  we  say  that  taxes 
should  be  equal,  we  mean  that  the  burden  should  be 
proportional.  Whether  the  proportion  should  be  a 
strict  numerical  or  a  relative  proportion — that  is, 
whether  the  rate  should  be  the  same  or  different — 
depends  on  the  answer  we  give  to  certain  funda- 
mental questions.  It  is  perfectly  conceivable,  for 
mstance,  that  a  truer  proportion  might  be  found 
through  a  so-called  progressive  tax,  than  through 
what  IS  commonly  called  a  proportional  tax.     That 
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was  the  view  of  Robespierre  and  the  French  Con- 
vention when  it  decreed  progressive  taxation  in  the 
following  words:  "In  order  to  attain  a  more  exact 
proportion  in  the  division  of  public  burdens  which 
every  citizen  should  support  according  to  his  facul- 
ties, a  graduated  and  progressive  tax  shall  be  estab- 
lished on  luxury  and  property,  real  as  well  as  per- 
sonal."^ So  in  the  same  way,  when  we  say  that  the 
sacrifice  should  be  equal,  we  mean  with  John  Stuart 
Mill,  that  "each  person  shall  feel  neither  more  nor 
less  inconvenience  from  his  share  of  the  payment 
than  every  other  person  experiences  from  his." 
''Equal"  sacrifice  is  thus  merely  a  rough  way  of  ex- 
pressing the  idea  of  "proportional"  sacrifice.  In 
assuming  that  "equal  sacrifice"  necessarily  implies 
that  ''the  intensity  of  the  wants  that  remain  unsat- 
isfied because  of  the  tax"  must  be  equal,  these  objec- 
tors really  confound  equal  sacrifice  with  arithmetical 
equality.  All  that  is  implied  in  the  doctrine  of  equal 
sacrifice  is  that  the  pressure  must  be  relatively  pro- 
portional, not  that  it  must  be  identically  the  same. 
It  is  the  same  mistake  as  to  assume  that  equality 
of  taxation  means  that  every  one — rich  and  poor — 
should  pay  precisely  the  same  amount.  The  amount 
paid  is  identical  or  equal  in  one  sense,  and  yet  such 
taxation  would  be  grossly  unequal  in  the  usual  sense 
of  the  term  "equal  taxation."  Equality  as  used  in 
taxation  does  not  mean  sameness,  but  relative  pro- 
portionality. 

^"La  Convention  Nationale  decrete  comme  principe  que,  pour 
atteindre  ;\  une  proportion  plus  exacts  dans  la  repartition  des 
charges  que  chaque  citoyen  doit  supporter  en  raison  de  ses  facultes, 
il  sera  etabli  un  impot  gradue  et  progressif  sur  le  luxe  et  les 
richesses  tant  foncieres  que  mobilieres."  Loi  du  18  Mars,  1793. 
In  Helie,  "Les  Constitutions  de  la  France  "  (1880),  359 
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It  makes  no  difference  therefore  whether  we  lay 
the  stress  on  the  satisfied  or  on  the  unsatisfied 
wants.  The  explanation  is  identical  in  either  case. 
Granting  the  gradation  in  human  wants,  a  tax  which 
takes  away  the  possibility  of  satisfying  some  wants 
changes  the  intensity  of  the  last  want  actually 
satisfied,  just  as  it  in  the  same  way  changes  the 
intensity  of  the  next  urgent  want  that  remains  un- 
satisfied. We  are  simply  looking  at  the  same  fact 
from  two  different  standpoints.  The  theory  is  not 
altered  a  whit.  If  the  imposition  of  a  tax  makes 
me  abandon  my  outlay  for  amusements  in  order  to 
be  able  to  purchase  clothing,  the  intensity  of  my 
last  want  actually  satisfied  is  increased  (because 
the  desire  for  clothing  is  more  pressing  than  that 
for  amusements),  but  the  intensity  of  my  next  urgent 
want  that  remains  unsatisfied  is  equally  increased 
(because  I  now  cannot  afford  amusements,  while 
formerly  I  could  afford  amusements  but  could  perhaps 
not  afford  more  expensive  enjoyments). 

This  then  was  the  theory  of  progressive  taxation 
resting  on  equality  of  sacrifice.  A  number  of  recent 
Dutch  writers,  who  had  already  in  the  seventies 
accepted  the  final-utility  theory  of  Jevons,  applied 
his  theory  to  the  doctrine  of  progressive  taxation 
just  discussed.  According  to  that  more  modern 
nomenclature  the  theory  might  be  put  as  follows: 

Every  satisfaction  of  human  wants  implies  the 
existence  of  utility  in  the  commodity  which  provides 
this  satisfaction.  The  value  of  ail  commodities  de- 
pends upon  their  final  utility,  i.  e.,  upon  the  service- 
ableness  of  the  last  usable  portion  to  satisfy  some 
particular  wants.  Since  the  intensity  of  our  wants 
and   therefore   their   final    utility  decreases    as    we 
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ascend  from  the  lower  or  more  pressing  to  the  higher 
or  less  urgent  wants,  and  since  larger  incomes  supply 
the  means  of  satisfying  these  less  intense  wants,  a 
strictly  proportional  tax  would  involve  smaller  sac- 
rifices in  the  case  of  the  larger  incomes.  Strict 
equality  of  sacrifices  in  the  sense  of  relatively  pro- 
portional diminution  of  burden  thus  involves  pro- 
gressive taxation.  But  it  is  a  well  established  fact 
that  the  number  of  wants  increases  as  their  intensity 
diminishes.  The  urgent  wants  of  existence  are  very 
pressing  indeed,  but  limited  in  number;  the  less 
urgent  wants  continually  increase  in  number  and 
variety  with  wealth  and  civilization.  After  a  certain 
point  therefore,  the  differences  between  the  intensity 
(and  final  utility)  of  wants  diminishes  with  the  in- 
crease of  their  number  and  area,  until  finally  when 
we  come  to  the  very  large  incomes  the  possibility  of 
satisfying  almost  all  wants  becomes  equal.  Hence 
while  taxation  should  be  progressive,  the  rate  of 
progression  should  itself  diminish  until  finally  the 
tax  becomes  proportional. 

The  necessity  of  progressive  taxation  resting  on 
this  gradual  decrease  of  final  utility  of  wants  was 
worked  out  arithmetically  by  some  of  the  Dutch  au- 
thors by  constructing  the  following  tables.  Each 
individual  is  assumed  to  have  an  income  which  he 
values  at  a  certain  percentage;  i.  e.,  the  final  utility 
of  each  successive  grade  of  income  diminishes  as 
the  income  increases.  In  order  to  ascertain  the  en- 
joyment of  satisfactions,  which  would  be  diminished 
by  a  tax,  we  have  simply  to  multiply  the  amount  of 
each  grade  of  income  by  the  final  utility.  If,  for 
instance,  C  had  an  income  of  $3,000,  of  which  the 
final  utility  of  the  first  $1,000  was  100  per  cent,  of 
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the  second  95  per  cent,  and  of  the  third,  91  per  cent, 
he  would  have  this  quantity  of  enjoyment: 

$1000  at  100  per  cent $J000 

$1000  at  95  per  cent 950 

$1000  at  91  per  cent 910 

$2860 

In  this  way  we  may  construct  the  following  table: 

Al-,„„«„  ;„„„.^«  „f  (ti  Ar^/^  S  which  hevaluesfor  thi  sat- I  i/,/.   cf  (  The  whole  is  then  f  uinriA 
hasan  income  of  $1000^       isfactionofhiswamsat  t^""  %]      wonh  to  him  I  ^1000 


B 

"  additional  1000 

C 

1000 

D 

1000 

E 

1000 

F 

1000 

G 

1000 

95 

1950 

91 

2860 

87.5 

'         3735 

84.3 

4578 

81.3 

5:591 

78.4 

6175 

Now  suppose  a  strictly  proportional  tax  is  imposed. 
If  the  tax  is  three  per  cent,  then  the  amounts  paid 
would  be: 


A    $30, 

vhose  final  utility  is 

100   %  i.  e., 

$30.00. 

This  is  3.        %  of  the  total    $1000 

B    60, 

95 

57.00. 

"     2.923     "      "        1950 

C     90, 

91 

81.99. 

"     2.863      "      "        2860 

D  120, 

87.5     " 

105.00. 

"     2.811      "      "        3735 

E  150, 

84.3      " 

126.45. 

"     2.762     "      "        4578 

F  180, 

-     "           <' 

81.3     " 

146.34. 

"     2.714     "      "        5391 

G  210. 

78.4      " 

164.64. 

"     2.666     "      "        6175 

The  ratio  of  sacrifice  to  enjoyment  is,  as  we  see, 
three  per  cent  in  the  case  of  A,  2.92  in  the  case  of 
B,  and  2.67  in  the  case  of  G.  In  other  words,  we 
have  an  inequality  of  sacrifice,  produced  by  a  seem- 
ing equality  or  proportion  in  the  tax.  In  order  to 
bring  about  a  real  equality,  so  that  the  ratio  of  sac- 
rifice to  enjoyment  may  be  three  per  cent  in  each 
case,  it  would  be  necessary  to  tax^ 

A,  on  his  $1000 3.  % 

B,  "  2000 3.0790  " 

C,  "  3000 3.1428  " 

D,  "  4000 3.2014  " 

E,  "  5000 3.2584  " 

F,  ';  6000 3.3155  " 

G,  "  7000 3.3755  " 

'The  upper  figures  are  those  of  Bok,  "  De  Belastingen  in  het 
Nederlandsche  Parlement  van  1848-1888"  (1888),  177.  The  lower 
table  is  taken  from  Cohen-Stuart,  "  Bijdrage  tot  de  Theorie  der 
progressieve  Inkomstenbelasting"  (1889),  110,  who  makes  a  slight 
correction  in  the  figures  of  Bok. 
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In  other  words,  in  order  to  produce  equal  sacrifice 
we  must  have  a  progressive  rate  of  taxation. 

Thus  far  had  the  Dutch  economists  gone.  The 
arithmetical  proof  seemed  to  be  complete.  The  logi- 
cal necessity  of  progressive  taxation  as  an  outcome 
of  the  equal-sacrifice  theory,  or  the  final-utility 
theory,  seemed  to  be  put  on  absolutely  secure  mathe- 
matical foundations.  But  it  was  reserved  for  another 
Dutch  writer  to  use  the  same  mathematical  argu- 
ments in  order  to  overthrow  the  conclusion.  In  a 
very  recent  and  most  ingenious  work,  which  will  be 
discussed  more  fully  in  the  historical  appendix, 
Cohen-Stuart  shows  that  the  whole  elaborate  system 
of  computation  is  erroneous,  and  that  progressive 
taxation  is  by  no  means  a  logically  necessary  con- 
clusion from  the  assumed  premises  of  a  decrease  in 
final  utility. 

It  is  perfectly  possible,  in  other  words,  to  construct 
tables  which  would  lead  not  to  progression,  but  to 
proportion  and  even  to  regression,  although  in  each 
case  we  might  assume  that  the  successive  increment 
of  income  is  worth  less  to  the  owner. 

For  instance: 


A  lias  an  income  of  $1000  ■ 

whicli  he 
values  at 

] 

100.      % 

• 

The  wliole  is  then 
worth  to  him 

[   $1000 

B      "      additional    1000 

( 1 

95,      " 

<( 

1950 

C       "              "            1000 

11 

93.8    " 

<( 

2888 

D      "              "            1000 

" 

93.      " 

II 

3818 

E      "              "            1000 

(I 

92.41  " 

(( 

4742 

If  the  tax  is  three  per  cent,  then  the  amount  paid 
would  be: 


B 

60 

95.      "     ' 

'        57.00. 

"      2.923  " 

1950 

C 

90 

93.8    '•■     ' 

84.42. 

"      2.923" 

2888 

D 

120 

93.      "     ' 

'      111.60. 

"      2.923  '• 

3818 

E 

150 

92.41  "     ' 

'      13S.61. 

"      2.923  " 

4742 
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In  order  to  make  the  ratio  of  sacrifice  to  enjoyment 
three  per  cent  in  each  case,  it  would  be  necessary  to 
tax  all  the  others  8.079  per  cent,  that  is,  to  tax  all 
the  others  proportionally. 

Finally,  let  us  take  a  third  case: 


Al 

las  an  income  of  $1000  ■] 

which  he 
values  at 

1 

100.       % 

1 

The  whole  is  then  }_ 
worth  to  him      f 

$]itOO 

B 

"      additional 

1000 

80.       " 

1800 

C 

'<              " 

1000 

77.       " 

257(1 

D 
E 

1000 
1000 

76.4    " 
75.6    " 

3334 
4090 

F 

a                       H 

1000 

75.      " 

4840 

30.00. 

This 

is  3.        % 

of  the  w 

ho 

ejKiOd 

48.00. 

2.667  " 

180(1 

69.30. 

2.696  " 

2570 

91.68. 

2.750  " 

3334 

113.40. 

2.772  " 

4090 

135.00. 

2.790  " 

4840 

If  the  tax  is  three  per  cent,  then  the  amounts  paid 
would  be: 

B  60  "  80.     " 

C  90  "  77.     " 

0  120  "  76.4  " 

E  150  "  76.5  " 

F  180  "  75.     ' 

In  order  to  make  the  ratio  of  sacrifice  to  enjoy- 
ment three  per  cent  in  each  case,  it  would  be 
necessary  to  tax 

A,  on  his  $1000 3.    % 

B,  "  2000 3.375 

C,  "  3000 3.338 

D,  "  4000 3.273 

E,  "  5000 3.247 

F,  "  6000 3.226 

That  is,  if  we  omit  A,  equality  of  sacrifice  could 
be  attained  only  by  taxing  the  larger  income  at  a 
lower  rate. 

The  objection  might  be  made  that  there  is  still  a 
•progression  from  A  to  B.  But  Cohen-Stuart  ex- 
plains this  by  showing  that  it  is  due  to  an  error  in 
the  assumption.     It  is  assumed  that  the  first  $1,000 
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will  have   a  final  utility   of  100  per  cent.     This  is 

plainly  erroneous.     For  if  the  last  830  paid  on  a  tax 

have  a  final  utility  of  100,  the  final  utility  of  other 

parts  of  the  $1,000  must  naturally  be  more  than  100. 

And  if  we  assume  that  the  final  utility  of  the  whole 

81,000  is   100,  then  the  final   utility  of    some  parts 

must  be  less,   and  of  others  more,  than  100:    since 

there  can  be  no  such  sudden  jumps  as  from  1,000  to 

2,000,  etc.     This  would  obviously  be  true   of  every 

successive  81.000.     And  thus  if  we  assume  that  the 

average  final  utility  differs  from  the  final  utility  of 

the  portion  subtracted  as  a  tax,  we  could  construct 

the  following  table  :^ 

A  has  $1<X»0  income  with  an  average  final  utility  100  %  =  total  $1000 
B  hasanadd'l$10<X)        "  "  "  45"=      "       1450 

C       "        "       1000        "  "  "  37  "  =      "      1820 

D       "        ''       1000        "  "  "  33  "  =      "      2150 

E       ••         ••        1000        "  "  "  31  "  =      "      246f» 

F        •'         "        1000         "  "  "  29"=      '•       2750 


If  we   again  assume  a  proportional    tax  of  3  per 
cent,  the  amounts  paid  would  be: 
A  %  30  whose  final  utility  is  50 


B 

60 

C 

90 

D 

120 

E 

150 

F 

180 

50     fe  =-n5      i.e. . 

..1.5      % 

of  $1000 

40      "=24       ".. 

..1.655" 

"     1450 

35      "  =  31.  .50  "  ,. 

..1.733  " 

"     1820 

32      "  =  38.40  "  . . 

..1.786  " 

"     2150 

30      '=45       ".. 

..1.829" 

"     2460 

2S.5  "=  51.30"  .. 

..1.865" 

"     2750 

In  order  to  make  the  relation  between  sacrifice 
and  enjoyment  equal  for  all.  i,  e.,  l.o  per  cent,  it 
would  be  necessarv  to  tax: 


A.. 
B.. 
C. 

3        fo. 

....2.719  "  . 
....2.600  "  . 
....2.520  "  . 
....2.460"  . 
....2.412  "  . 

Op.  cit.,  112- 

on  his. .. 

...$1000 
...  2000 
...  3000 

D.. 
E.. 
F.. 

...  4000 
...  .5''»00 
..     6000 

Cohen-Stuart. 

-113. 
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Here,  then,  we  have  a  continually  decreasing  rate. 
This  would  be  regressive  taxation  of  the  purest 
type. 

It  may  be  said  that  these  tables  are  all  arbitrary. 
This  may  be  granted.  Yet,  at  all  events,  they  do 
prove  that  progressive  taxation  does  not  follow  as 
a  logical  necessity  simjjly  from  the  fact  that  greater 
incomes  are  worth  relatively  less  than  smaller 
incomes,  because  of  the  decrease  in  the  intensity 
of  our  wants. 

Thus  the  whole  elaborate  mathematical  proof  of 
progressive  taxation  turns  out  to  be  no  j^roof  at  all. 
According  as  we  choose  our  figures  we  can  prove 
the  possiVjility  of  progressive,  of  propjortional,  or  of 
regressive  taxation.  Hence  the  simple  fact  of  the 
gradual  decrease  of  final  utility  does  not  necessarily 
lead  to  progressive  taxation,  nor  on  the  other  hand 
does  it  necessarily  lead  to  proportional  taxation. 
From  the  equality. of-sacrifice  doctrine  of  itself  we 
can  not  deduce  any  mathematically  exact  scale  of 
taxation,  whether  progressive  or  anything  else. 

It  is  true  that  later  on  Cohen-.Stuart  atternjjts  to 
prove  that  a  hypothetical  curve  representing  a  de- 
crease in  final  utility  in  all  jjrobability  corresponds 
to  the  true  curve,  and  that  this  hypothetical  curve 
leads  to  progressive  taxation.  But  as  we  shall  see 
more  fully  in  the  ajjpendix  below,-  his  method.s, 
though  ingenious,  are  not  convincing,  and  he  is 
unable  to  overcome  the  arguments  with  which  he 
ha-  himself  demolished  the  older  theory. 

Tliis  brings  us  to  the  very  core  of  the  objection  to 
the  equal-sacrifice  theory,  regarded  as  the  jjararnount 
consideration    in   the    construction    of    anj'   definite 

^Page  188. 
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rate  of  progression.  The  imposition  of  ''equal  sac- 
rifices" on  all  taxpayers  must  always  remain  an  ideal 
impossible  of  actual  realization.  Sacrifice  denotes 
something  psychical,  something  psychological.  A 
tax  takes  away  commodities  which  are  something 
material,  something  tangible.  To  ascertain  the 
exact  relations  between  something  psychical  and 
something  material  is  impossible.  No  calculus  of 
pains  and  pleasures  can  suffice,  for  no  attempt  to  re- 
duce the  heterogeneous  to  the  homogeneous  can  ever 
succeed.  But  even  assuming  that  this  could  be  done, 
the  case  for  the  advocates  of  equal  sacrifice  would 
not  be  much  better.  The  sacrifice  occasioned  by  a 
tax  is  only  one  factor  in  the  problem,  and  may  be  a 
minor  factor.  Two  men  may  have  the  same  income, 
which  they  may  value  at  very  different  rates.  The 
one  may  be  a  bachelor,  the  other  a  man  with  a  large 
family  dependent  on  him;  the  one  may  be  well,  the 
other  ill;  the  one  may  have  simple  tastes,  the  other 
extravagant  tastes;  the  one.  may  be  a  miser,  the 
other  a  spendthrift;  the  one  may  earn  his  income, 
the  other  may  receive  it  as  a  gift;  the  one  may 
spend  his  income  in  a  village  where  prices  are  low, 
the  other  may  be  compelled  to  spend  it  in  a  metropo- 
lis where  prices  are  high.  The  variations  in  each 
particular  case  are  numberless.  It  is  utterly  impos- 
sible to  say  whether  the  identical  tax  on  people  of 
identical  income  or  property  will  produce  the  same 
relative  pressure,  i.  e.,  occasion  an  equal  (that  is,  a 
proportional)  sacrifice.  And  since  sacrifice  bears  no 
definite  relation  to  amount  of  commodities,  it  is  just 
as  conceivable  that  in  individual  cases  a  regressive 
tax  may  produce  just  as  much,  or  as  little,  equality 
of  sacrifice  as  a  proportional  or  a  progressive  tax. 
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The  attempt  to  ascertain  a  mathematical  scale  of 
progression,  so  as  to  avoid  a  charge  of  arbitrariness, 
is  foredoomed  to  failure.  The  equality-of-sacrifice 
theory,  taken  by  itself,  cannot  lead  to  any  fixed  rate 
of  taxation,  whether  proportional  or  graduated. 

A  supposed  way  out  of  the  difficulty  has  recently 
been  outlined.  One  of  the  leaders  of  the  Austrian 
school  of  pure  economics,  Professor  Sax,  has  boldly 
maintained  that  taxation  has  nothing  at  all  to  do 
with  equal  sacrifice,  and  that  progressive  taxa- 
tion may  be  upheld  on  what  he  calls  purely  eco- 
nomic grounds,  apart  from  questions  of  justice  or 
ethics.  This  theory  is  deemed  by  its  author  so  im- 
portant and  conclusive  that  it  deserves  a  slightly 
fuller  discussion.^ 

Sax  bases  his  very  diffusely  expressed,  but  acutely 
reasoned,  exposition  on  the  assertion  that  the  prob- 
lems of  taxation  have  nothing  to  do  with  ethical,  but 
only  with  purely  economic,  considerations;  and  that 
therefore  the  ideas  of  justice  and  of  equal  sacrifice 
are  entirely  irrelevant.  He  divides  all  human  wants 
into  individual  and  collective.  Every  person  has 
wants  that  attach  to  him  simply  as  an  individual;  but 
he  also  has  wants  that  arise  from  his  political  associa- 
tion with  other  men.  It  is  with  these  "collectivistic"^ 
wants  that  the  science  of  finance  has  to  deal.  The 
state  alone  can  satisfy  the  collectivistic  wants;  and 
in  order  to  make  it  possible  for  the  state  to  satisfy 

^It  will  be  found  in  his  book,  "  Grundlegung  der  theoretischen 
Staatswirthschaft"  (1887),  esp.  §§  81,  82;  and  repeated  in  his  essay, 
"Die  Progress! vsteuer,"  in  the  first  number  of  the  Austrian 
Zeitschrift  fur  Volkswirthschaft,  SocialpoUtik  und  Verwalhi ii g  {IS92). 

-Tt  may  be  observed,  in  passing,  that  Sax's  nomenclature  is  not 
quite  exact.  There  is,  indeed,  a  distinction  between  individual 
and  collective  wants,  but  it  is  not  the  one  mentioned  by  Sax.  The 
10 
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these  wants,  the  individual  must  support  the  state. 
This  is  the  basis  of  taxation. 

The  problem  of  taxation  is :  How  much  of  a 
man's  stock  of  goods  shall  he  devote  to  these  collec- 
tive wants  ?  This  must  depend,  says  Sax,  on  the  final 
utility  of  the  goods  taken  from  the  individual  That 
is  to  say,  our  wants  vary  in  intensity,  ranging  from 
the  most  pressing  wants — those  for  absolute  neces- 
saries of  life — through  several  grades  until  we  reach 
pure  luxuries.  The  higher  we  go  in  the  stock  of 
goods  at  our  disposal,  the  greater,  to  a  certain  point, 
the  decrease  in  the  intensity  of  our  wants. ^  The 
value  of  any  particular  quantity  of  goods  is  there- 
fore fixed  by  its  final  utility,  that  is,  by  the  service- 
ableness  of  the  last  usable  portion  to  satisfy  some 
particular  wants.  Xow  the  problem  of  equal  taxa- 
tion is  to  take  away  from  individuals  such  quantities 
of  goods  that  each  individual  will  value  the  amount 

individual  wants  are  indeed  those  that  attach  to  one  as  an  indi- 
vidual ;  but  opposed  to  these  are  the  social  or  collective  wants 
which  can  be  satisfied  only  through  some  form  of  union  with  other 
individuals.  There  must  be  an  association  cr  collection  of  indi- 
viduals, and  the  wants  are  hence  termed  social  or  collective  wants. 
These  are  satisfied  by  all  the  various  forms  of  modern  social  and 
collective  organizations.  On  the  other  hand  we  must  distinguish 
between  private  and  public  wants  of  the  individual.  The  private 
unions  are  voluntary  and  take  in  only  portions  of  society.  Organ- 
ized society  as  a  whole  is  called  the  state,  and  membership  in  the 
state  is  compulsory.  The  wants  which  can  be  satisfied  by  the 
state  alone  are  public  wants.  All  public  wants  are  necessarily 
social  or  collective  wants;  but  all  collective  wants  are  not  neces- 
sarih-  public  wants.  The  science  of  finance  has  to  deal  only  with 
public  wants,  not  with  collective  wants  in  general. 

^"  Die  Progression  der  Intensitatsabnahme  der  Bediirfnissemp- 
findungen,"  as  Sax  puts  it.  "  Grundlegung  der  theoretischen 
Staatawirthschaft,"  511.  Sax  does  not  use  the  words  "final  utility" 
in  his  book,  although  he  does  employ  them  in  his  subsequent 
essay. 
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taken  from  him  just  as  highly  as  his  neighbor  will 
value  the  amount  taken  from  him.^  In  other  words, 
the  final  utility  of  the  commodities  taken  must  be 
equal.  This  he  calls  the  economic  principle  of  equiva- 
lence.- But  as  we  have  seen  that  the  final  utility 
varies  inversely  as  the  amount,  the  final  utility  of 
the  commodities  taken  from  two  unequally  wealthy 
individuals  can  be  equal  only  when  we  take  not 
relatively  the  same,  but  a  relatively  larger,  proportion 
from  the  wealthier  individual.  If  we  took  the  same 
proportion  from  two  unequal  stocks  of  goods,  A  and 
B,  the  final  utility  of  the  amount  taken  from  the 
smaller  stock  A  would  be  far  greater  than  the  final 
utility  taken  from  the  larger  stock  B.  In  order  to 
make  the  final  utility  equal  we  must  take  a  larger 
proportion  from  B  than  from  A.  In  other  words,  we 
must  have  progressive  taxation  up  to  a  certain 
point. ^  "Equality  of  values  taken,"  not  "equality 
of  sacrifice,'"  is  the  purely  economic  basis  of  taxation. 

*"  Die  Aufgabe  der  Besteuerung  ist,  aus  den  Privatwirthschaften 
Giiterquanten  den  Collectivbediirfnissen  zuzufvihren,  welche  der- 
massen  verschieden  bemessen  sind,  dass  jedes  "Wirthschaftssubjekt 
nach  dem  thatsiichlichen  Stande  des  Individualwerthcs  innerhalb 
seines  Bereiches  das  seinige  eben  so  hoch  werthet  wie  jedes  Andere 
der  von  ihm  eingefordeten  Giiter."     Ibid.,  514. 

""  Aequivalente.  Dieses  eine  Wort  bedeutet  die  relative  Steuer- 
austheilung  in  nuce."     "  Die  Progressivsteuer,"  90. 

^"  Die  Progression  der  Intensitiitsabnahme  kann  nur  innerhalb 
gewisser  Grenzen  merklich  sein,  ist  man  aber  einmal  bei  den 
Bediirfnissen  von  absolut  sehr  niedrigen  Stiirkegraden  angelangt, 
so  konnen  weitere  Abstufungen  nur  mehr  an  sicli  hochst  geringe 
Diflferenzen  ergeben  die  sich  der  Messbarkeit  entziehen."  "Grund- 
legung,"  oil. 

Professor  James,  in  his  review  of  Sax's  book  in  the  Political 
Science  Quarterly,  v,  168,  gives  an  unintentionally  erroneous 
account  of  Sax's  meaning.  James  says  "the  state  may  therefore, 
for  a  given  service,  take  very  different  sums  from  different  private 
economies  because  the  final  ijtility  of  the  service  varies  with  the 
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Although  Sax  heralds  this  as  a  great  discovery,  we 
may  be  pardoned  for  believing  that  its  value  for  the 
purposes  of  the  theory  of  progressive  taxation  has 
been  considerably  exaggerated. 

In  the  first  place  the  doctrine  of  the  gradation  of 
wants  had  long  since  been  elaborated  by  the  Austrian 
economists;  the  final-utility  theory  of  Jevons  had 
been  applied  to  the  problems  of  taxation  by  the 
Dutch  economists;  and  lastly,  the  formulation  of  the 
whole  doctrine  had  been  developed  by  Meyer  without 
any  suspicion  on  his  part  that  he  had  thereby  made 
any  specially  new  discovery.  Now  the  only  differ- 
ence between  the  equal-sacrifice  or  final-utility 
theory  of  his  predecessors  and  the  *' equivalence " 
theory  of  Sax  is  a  mere  difference  of  words.  The 
equal-sacrifice  theory  says  that  the  tax  must  take 
away  such  amounts  that  the  resulting  pressure  or 
the  sacrifice  of  enjoyments  may  be  relatively  pro- 
portional; the  "equivalence"  theory  says  that  taxa- 
tion must  take  away  relatively  proportional  amounts. 
But  the  taking  away  or  giving  up  of  anything 
involves  a  pressure  or  a  sacrifice,  whether  the  sacri- 
fice be  voluntary  or  compulsory.     Hence,  '-equality 

amount  of  goods."  Sax  does  not  mean  an3'thing  of  the  kind.  If 
individuals  were  to  pay  taxes  in  accordance  with  the  final  utility 
of  the  services,  we  would  practically  be  going  back  to  the  give-and- 
take  theory  of  taxation  which  Sax  expressly  disclaims.  It  is  not 
the  final  utility  of  the  state  service,  but  the  final  utility  of  the 
commodities  taken  away  in  the  shape  of  taxes,  which  Sax  empha- 
sizes. The  final  utility,  or  value,  of  the  state  services  has  nothing 
to  do  with  the  question.  It  is  the  final  utility  of  the  commodities 
that  the  individual  pays  to  the  state  which  must  be  equal;  and  it  is 
because  the  final  utility  of  these  varies  inversely  as  the  whole 
stock  of  goods  that  Sax  demands  progressive  taxation.  We  must 
be  careful  not  to  confuse  the  two  notions,  as  does  Professor  James. 
Sax  himself  protests  against  a  similar  confusion  of  which  an 
Austrian  economist  is  guilty.    Cf.  "  Die  Progressivsteuer,"  91,  note. 
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of  values  taken"  implies  an  "equality  of  sacrifice" 
to  the  individual. 

In  fact  a  "purely  economic"  theory  of  taxation  is 
as  impossible  as  a  "purely  economic"  theory  of 
value,  if  it  is  meant  that  "pure  economics"  can  make 
abstraction  of  psychological  and  therefore  of  ethical 
considerations.  As  soon  as  we  introduce  the  con- 
ception of  human  wants  and  the  means  of  satisfying 
these  wants,  we  are  dealing  with  questions  of 
sacrifice  of  enjoyments.  Equality  of  taxation, 
therefore,  connotes  an  ethical  problem,  in  the 
same  sense  that  the  general  law  of  value  and 
price  connotes  an  ethical  problem.  The  mediaeval 
theory  ot  justum pretium,  with  its  modern  successors 
in  the  theories  of  fair  wages,  of  reasonable  railway 
rates  and  other  corporation  charges,  etc.,  shows  how 
indissolubly  are  bound  up  the  problems  of  ethics  and 
economics.  The  problems  of  taxation  are  of  no 
different  kind.  And  the  situation  is  not  altered  a 
whit  by  regarding  taxes  as  the  satisfaction  of  collec- 
tivistic  wants.  If  I  have  to  spend  money  to  support 
my  relatives,  it  is  no  less  a  sacrifice  because  these 
duties  may  be  regarded  as  the  satisfaction  of  indi- 
vidualistic wants,  i.  e.,  wants  which  primarily  affect 
me  in  the  individual  relations  of  my  family.  All  the 
more  must  the  compulsory  subtraction  from  my 
wealth  by  a  tax  be  declared  a  sacrifice,  even  though 
it  be  regarded  as  the  voluntary  satisfaction  of  collec- 
tivistic  wants.  Hence,  whether  we  call  it  the  purely 
economic  theory  or  the  ethical  theory  of  public 
finance  is  immaterial.  The  "equivalence"  theory  of 
taxation  is  simply  another  way  of  putting  the  final- 
utility  or  equal-sacrifice  theory.  They  do  not  oppose 
each  other,  they  do  not  even  supplement  each  other; 
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correctly  understood  they  are  simply  two  distinct 
methods  of  explaining  the  same  thing  in  slightly 
different  words.  It  is  impossible  to  take  away  re- 
latively proportional  values  without  inflicting  rela- 
tively proportional  sacrifices. 

So  far  has  the  modern  theory  of  progressive  taxa- 
tion gone.  But  if,  as  we  have  seen,  the  equality-of- 
sacrifice  theory  taken  by  itself  cannot  lead  to  any 
fixed  rate  of  progression,  must  we  then  range  our- 
selves with  those  who  maintain  that  progressive 
taxation  is  illogical  and  unjust;  and  that  there  are 
no  substantial  arguments  in  its  favor,  while  the 
opposing  arguments  are  numerous  and  convincing  ? 
Is  progressive  taxation  economically  justifiable  or 
not  ?  Is  it  theoretically  sound  and  practically  expe- 
dient ?  These  are  the  problems  to  which  we  must 
address  ourselves,  after  taking  up  a  little  more  in 
detail  the  various  advocates  of  faculty  taxation. 


HISTORICAL   APPENDIX   III. 

The    Faculty    Theory    Leads   to    Proportional 
Taxation. 

The  earliest  advocates  of  the  faculty  theorj'  were 
chiefly  concerned  with  a  reform  of  obviously  unjust 
systems  of  taxation.  Their  efforts  were  directed 
to  bringing  about  some  semblance  of  proportionality 
as  over  against  the  existing  regressive  systems. 
And  thus  we  find  the  faculty  theory  at  first  used  as 
a  defence  of  proportion. 

One  of  the  earliest  writers  on  taxation  was  Bodin. 
Bodin,  as  is  well  known,  was  in  favor  of  taxation 
only  as  a  last  resort  in  extraordinary  exigencies,  since 
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in  his  opinion  the  state  coukl  and  should  support 
itself  in  other  ways.  But  in  so  far  as  taxes  are 
necessary,  justice  should  be  observed;  and  justice 
consists  in  apportioning  taxation  according  to  fac- 
ulty.^ But  faculty  seems  to  Bodin  simply  to  denote 
means  or  property.-  He  does  not  analyze  the  matter 
any  further. 

In  the  same  way  many  of  the  publicists  of  the 
seventeenth  century  laid  down  the  principle  that  the 
burdens  of  taxation  should  be  in  proportion  to  the 
faculty,  or  the  powers,  of  each.^  The  Dutch  writer, 
Boxhorn,  expressly  tells  us  that  the  tax  should  be 
proportional  to  property  in  order  that  the  burdens 
and  sacrifices  might  be  shared  equally  by  all.^ 

Among  English  writers,  one  of  the  first  to  uphold 
this  theory  was  Sheridan.     But  Sheridan  leaves  us  in 

^"Sunt  igitur  ea  vectigalia,  si  modo  necessaria,  probanda  quae  in 
omnes  ordines  pro  singularum  facuUatibus  exaequantur."  Bodinus, 
"De  Republica"  (1577),  lib.  vi. 

2  "Pro  cuiusque  opibus  ac  fortunis."  In  the  French  edition  of 
1577,  we  read  :  "Que  chacun  debuoit  porter,  eu  egard  aux  biens 
qu'il  auoii."     "  Les  six  Livres  de  la  Republique,"  644. 

^Thus  Botero  says  in  his  "Delia  Ragione  di  stati "  (1589): 
"  Proprium  est  subditorum  .  .  .  per  facultates  principes  magis- 
tratumque  juvare." — Bocerus,  "  De  Jure  Collectarum "  (1617): 
"  Deinde  quantitas  ilia  distribuenda  est  pro  viribus  singulorum  turn 
provinciorum  turn  civitatum  etiam  hominum." — Besold,  "  De 
Aerario"  (1619):  "Tributa  ergo  pro  modo  census  et  facultaium  a 
singulis  pensitabantur." — Klock,  "  De  Contributionibus  "  (1634): 
"Collectaper  aes  et  librum,  hoc  est  secundum  facultatem  patri- 
monii imponi  debet  .  .  .  ut  onera  commensuraia  sint  viribus 
eorum."  Cf.  Rau,  "Finanzwissenschaft"  (5th  ed.  1865),  §  253;  and 
Neumann,  "Die  Steuer  nach  der  Steuerfahigkeit"  (1887),  550. 

■*"In  tributis  aequalitatis  maxima  habenda  ratio,  quae  in 
eo  potissimum  versatur,  ut  par  sit  eorum  ratio  ac  paria  hie  onera 
sentiant,  quorum  pares  in  diversis  licet  rebus  positae  sitaeque  sunt 
opes."  Boxhorn,  "Institutiones  Politicae,"  lib.  i,  cap.  10,  §  18, 
no.  9.  For  Boxhorn's  general  views  on  finance,  see  Laspeyres, 
"Geschichte  der  volkswirthschaftlichen  Anschauungen  der  Nie- 
derliinder,"  etc.  (1863),  239  et  seq. 
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doubt  whether  he  finds  taxable  ability  to  consist  in 
property  or  in  expenditure.  He  holds  that  "all  sub- 
jects, as  well  the  meanest  as  the  greatest,  are  alike 
concerned  in  the  common  safety  and  should  there- 
fore according  to  their  respective  interests  of  riches 
or  enjoyments,  bear  the  charge  in  equal  proportions."^ 
Again,  at  the  beginning  of  this  century,  Frend 
expressed  the  common  view  in  saying  that  "taxation 
is  equitable  when  each  member  is  taxed  in  proportion 
to  his  means  of  paying  the  tax,"  and  he  goes  on  to 
explain  that  "the  means,  which  an  individual  has  to 
pay  the  demands  of  the  state,  must  depend  on  the 
possession  of  the  sum  required  by  the  state,  or  of 
property,  which  will  procure  that  sum,"^  This,  he 
thinks,  is  the  same  as  saying  that  "taxation,  to  be 
equitable,  must  leave  the  subjects  in  the  same 
relative  situation  to  each  other,  in  which  they  were 
the  moment  before  the  tax  was  paid."^  Frend  is 
thus  the  real  founder  of  the  leave-them-as-you-find- 
them  theory  of  taxation. 

Among  modern  writers  who  have  partly  upheld 
the  faculty  theory  of  proportional  taxation,  the  most 
important  is  Parieu.  Parieu  maintains  that  the 
"social-dividend"  theory,  as  he  terms  it,  would 
logically  lead  to  the  "most  absurd  practical  conse- 
quences and  the  most  shocking  inhumanity."''     He 

^"A  Discourse  on  the  Rise  of  Parliament,  ...  of  Taxes, 
Trade,"  &c.,  by  Thomas  Sheridan  (1677),  146.  The  book  has 
been  reprinted  \n  fax-simile  by  Saxe  Bannister  in  his  "Revelations 
of  Irish  History." 

^Wm.  Frend,  "The  Principles  of  Taxation  or  Contribution 
according  to  Means,"  &c.  (1804),  33-34. 

^Ibid.,  40.  Walker,  "Political  Economy,"  §  590,  thus  errs  in 
ascribing  the  origin  of  this  principle  to  the  author  of  the  Edinburgh 
Review  article.     See  above,  p.  96. 

■^''11  faut  arriver  jusqu'aux  consequences  pratiques  les  plus 
absurdes,  et  aussi  a  I'inhumanit^  la  plus  choquante  par  la  negation 
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considers  it  necessary  to  limit  that  theory  by  the 
doctrine  of  equality  of  sacrifice.  But  the  doctrine 
of  equality  of  sacrifice  does  not  seem  to  him  in  itself 
a  thoroughly  safe  doctrine,  because  it  leads  to  pro- 
gressive taxation,  or  "tends  irresistibly  to  social 
levelling  as  the  ideal. ^"  And  Parieu  comes  to  the 
very  superficial  conclusion  that  it  is  possible  to  com- 
bine the  social-dividend  and  the  equality-of-sacrifice 
theories,  so  as  to  make  of  them  a  compound  which 
is  nothing  else  than  purely  proportional  taxation.^ 
In  other  words,  Parieu  opposes  the  give-and-take 
theory  as  inadequate;  but  objects  to  the  sacrifice 
theory  only  because  it  leads  to  progressive  taxation, 
which  seems  to  him  socialistic.^  That  is,  he  objects 
to  a  premise,  not  because  of  the  untenability  of  the 
premise,  but  because  of  the  danger  of  the  conclusion. 
This  is  not  a  very  logical  proceeding. 

On  the  other  hand,  a  far  larger  number  of  the 
opponents  of  the  benefit  theory  modify  their  demand 
for  proportional  taxation  by  the  introduction  of  the 
idea  of  the  minimum  of  subsistence,  or  even  of  the 
so-called  clear-income  idea.  Although  they  profess 
to  advocate  proportional  taxation,  they  in  reality 
favor  degressive  taxation.  Let  us  study  them  a 
little  more  closely. 

absolue  de  tout  secours  apporte  a  la  situation  de  1'  indigence  et  du 
malheur."     Parieu,  "Traite  des  Impots,"  p.  30  of  2nd  ed.  (1866). 

^"La  theorie  de  I'egalite  des  sacrifices  parait  placee  sur  la  pente 
irresistible  qui  conduit  au  nivellement  social  comme  type  de  per- 
fection."   Ibid.,  26. 

^"11  semble  possible  de  rapprocher  la  theorie  du  contrat  onereux 
et  celle  de  I'egalite  des  sacrifices  dans  cette  idee  moyenne  et  simple 
qui  proportionne  I'impot  aux  biens  particuliers."     Ibid.,  31. 

^"La  theorie  de  I'impot  progressif  parait  partir  de  cette  idee  que 
la  society  doit  chercher  a  realiser  par  I'impot  une  egalite  de  situa- 
tion, non  relative  a  la  masse  des  biens  et  aux  proprietes  acquises, 
mais  absolue  pour  la  personne  de  chaque  citoyen."    Ibid.,  37. 
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The   Faculty   Theory    Leads   to   Degressive 
Taxation. 

The  chief  representative  of  this  tendency  is  John 
Stuart  Mill.  Although  often  regarded  as  the  true 
originator  of  the  equality-of-sacrifice  doctrine,  Mill 
was  not  really  the  first  to  advance  the  idea.  It  is 
only  the  sad  ignorance  of  the  history  of  the  science 
of  finance  among  so  many  modern  writers  that  could 
have  ascribed  to  Mill  doctrines  which  had  been  ex- 
pounded long  before  him.  But  Mill  was  indeed  the 
first  to  draw  from  this  principle  the  conclusion  of 
degressive  taxation.  Mill  strongly  objects  to  the  quid- 
pro-quo  theory,  and  lays  down  his  general  principle  in 
the  following  words:  "As  in  a  case  of  voluntary  sub- 
scription for  a  purpose  in  which  all  are  interested, 
all  are  thought  to  have  done  their  part  fairly  when 
each  has  contributed  according  to  his  means,  that  is, 
has  made  an  equal  sacrifice  for  the  common  object; 
in  like  manner  should  this  be  the  principle  of  com- 
pulsory contributions;  and  it  is  superfluous  to  look 
for  a  more  ingenious  or  recondite  ground  to  rest  the 
principle  upon."^  And  in  another  place  he  says: 
"  Equality  of  taxation  as  a  maxim  of  politics  means 
equality  of  sacrifice.  It  means  apportioning  the 
contribution  of  each  person  toward  the  expenses  of 
government  so  that  he  shall  feel  neither  more  nor 
less  inconvenience  from  his  share  of  the  payment 
than  every  other  person  experiences  from  his." 

Mill,  however,  thinks  that  the  principle  cannot 
lead    to    progressive    taxation.     The  statement  that 

^"Political  Economy,"  book  v,  chap,  ii,  §2.  ii,  39S,  of  Apple- 
ton's  (.1880)  edition. 
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"to  take  £100  from  £1,000  is  a  heavier  impost  tlian 
£1,000  taken  from  £10,000,  seems  to  me  too  disputa- 
ble altogether,  and  even  if  true  at  all,  not  true  to  a 
sufficient  extent  to  be  made  the  foundation  of  any 
rule  of  taxation.  Whether  the  person  with  £10,000 
a  year  cares  less  for  £1,000  than  the  person  with 
only  £1,000  a  year  cares  for  £100,  and  if  so,  how 
much  less,  does  not  appear  to  me  capable  of  being 
decided  with  the  degree  of  certainty  on  which  a  leg- 
islator or  a  financier  ought  to  act."  Mill  thinks  that 
the  portion  of  truth  which  the  doctrine  contains 
<' arises  principally  from  the  tax  which  can  be  saved 
from  luxuries,  and  one  which  trenches  in  ever  so 
small  a  degree  upon  the  necessaries  of  life  or  what 
is  conducive  to  the  support  or  to  the  comfort  of 
existence."'  Hence  Mill  concludes  that  the  most 
equitable  plan  is  to  exempt  a  certain  minimum  of 
income,  but  to  tax  everything  above  that  proportion- 
ally— a  theory  which  he  erroneously  seems  to  think 
originated  with  Bentham. 

Of  course  the  objection  is  obvious  that  the  degrees 
of  income  which  are  '-'conducive  to  the  support  or  to 
the  comfort  of  existence"  vary  with  the  standard  of 
life,  and  that  according  to  Mill's  own  theory  no  really 
equitable  fixed  minimum  of  subsistence  can  be  de- 
termined. If  equality  of  sacrifice  is  the  only  defence 
of  the  exemption  of  the  minimum  of  subsistence,  we 
could  not  stop  with  this;  for  human  wants  shade  into 
each  other  by  imperceptible  gradations.  It  is  worth 
mentioning  also  that  Mill  strongly  favors  a  progres- 
sive rate  in  the  case  of  legacy  and  inheritance  taxes; 
and  that  he  favors  differentiation  in  the  rate  of  the 
income  tax,  according  as  the  income  is  a  life  income, 
or    a    perpetual    income.     It    is    remarkable  that  in 
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favoring-  the  latter  demand  Mill  advances  precisely 
the  argument  which  he  refuses  to  accept  in  the  dis- 
cussion of  graduation.  "It  is  not  because  the  tem- 
porary annuitant  has  smaller  means,  but  because  he 
has  greater  necessities,  that  he  ought  to  be  assessed 
at  a  lower  rate,"  says  Mill.  Yet  the  more  urgent 
demands  on  the  income  of  the  life  annuitant  cannot 
be  fixed  by  the  government  with  any  more  "cer- 
tainty" than  the  more  urgent  demands  on  the  income 
of  the  poorer  man.  What  is  sauce  for  the  goose  is 
sauce  for  the  gander.  The  reasoning  is  exactly  the 
same.  It  is  entirely  illogical  to  uphold  differentia- 
tion of  taxation  and  to  oppose  progression  of  taxa- 
tion. Moreover,  although  Mill  is  such  a  strong  up- 
holder of  what  he  thinks  is  proportional  taxation, 
it  has  been  pointed  out  that  he  is  really  abandoning 
the  whole  contention.  As  Faucher  truly  says, 
"Exemption  of  any  revenue  is  simply  the  entering 
wedge  of  progressive  taxation."^  And  because  this 
seems  to  him  inevitable,  Faucher  objects  to  all  income 
taxation.  For  progressive  taxation,  he  thinks,  re- 
duces all  to  a  common  level  of  misery. - 

The  earliest  important  German  writer  to  deduce 
degressive  taxation  from  the  faculty  theory  was  Rau. 
Rau  confesses  that  in  general  a  certain  sum  of  money 

^"On  pose  le  premier  jalon  de  I'imput  progressif  des  que  Ton 
affranchit  de  la  taxe  sur  le  revenu  certaines  classes  de  contribu- 
ables."  Leon  Faucher,  "  De  I'lmpot.  sur  le  Revenu,"  in  his 
"  Melanges  d'Economie  Politique  et  de  Finance"  i  (1856),  57. 

-"Oui,  I'impot  progressif  est  au  bout  de  I'impot  sur  le  revenu. 
II  en  represente  la  fatalite.  Aveugle  qui  ne  la  voit  pas,  et  insens6 
qui  la  dissimule  .  .  .  L'ideal  de  la  loi  agraire  se  trouve  realise, 
car  I'impot  etend  alors  sur  les  citoyens  un  niveau  commun  de 
misere."  Ibid.,  59. — Cauwes,  "Precis  du  Cours  d'Economie  Poli- 
tique," ii,  572,  displays  his  customary  carelessness  in  terming 
Faucher  a  partisan  of  progressive  taxation. 
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has  a  higher  value  for  its  possessor  according  as  it 
forms  a  larger  part  of  the  amount  available  for  ex- 
penses. From  this  he  draws  the  remarkable  conclusion 
that  all  will  be  able  to  give  up  a  proportional  part  of 
their  property  with  equal  sacrifices.  Proportional 
taxation  is  the  most  equitable  and  just.^  But  in 
another  part  of  his  work  Rau  explains  that  he  means 
a  proportional  taxation  of  clear  income  only,  by  which 
he  understands  the  exemption  of  the  minimum  of  sub- 
sistence; and  this  he  explains  is  fixed  by  the  normal 
standard  of  life.-  Since  this  is  very  difficult  of  exact 
ascertainment,  Rau  has  no  objection  to  a  tax  on  the 
whole  income,  but  graduated  up  to  a  certain  point, 
in  order  to  effect  a  virtually  proportional  taxation  on 
the  clear  income.  Later  on,  however,  Rau  is  incon- 
sistent enough  to  confess  that  the  theory  of  sacrifice 
may  logically  lead  to  progressive  taxation,  which  he 
rejects  because  of  its  dangerous  tendencies.^ 

Somewhat  later,  another  German  w^riter  went  into 
the  subject  a  little  more  fully.  Umfenbach  is  a  great 
opponent  of  the  give-and-take  theory,  and  maintains 

^"  Mann  kann  annehmen,  da3S  eine  gewisse  Geldsumme  fiir  den 
Besitzer  einen  desto  hoheren  Werth  hat,  einen  je  grosseren  Theil 
seines  ganzen  verwendbaren  Giitervorrathes  sie  ausmacht  und 
einen  je  grosseren  Theil  des  gessammten  ihm  zu  Gebote  stehenden 
Giitergenusses  sie  folglich  entspricht  .  .  .  Es  werden  daher 
Alle  einen  gleichvielsten  Tlieil  (Quote)  der  zu  ihrer  Yerfiigung 
stehenden  Giitermenge  ungefahr  gleich  leicht  oder  schwer  abgeben 
konnen."  Rau,  "Finanzwissenschaft"  (1832-1837),  §  253.  oth  ed. 
(1864),  iii,  part  1,  395. 

^"Es  ist  gerecht  und  zweckmassig  dass  nur  der  Theil  der  ganzen 
Einnahme  in  Anschlag  gebracht  wird  der  den  mittleren  standes- 
massigen  Unterhaltsbedarf  des  Arbeiters  und  seiner  Familie 
iibersteigt,  sowie  iiberhaupt  der  mit  einem  Einkommen  nothwen- 
dig  verkniipfte  Kostenaufwand  in  Abrechnung  kommen  muss." 
Ibid.,  g391;  iii,  part  2,  170. 

Hbid.,  §  400;  iii,  part  2,  195. 
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that  the  only  principle  is  to  tax  individuals  according 
to  their  "economic  capacity  to  pay."'  But  this,  he 
maintains,  means  proportional,  not  progressive,  taxa- 
tion, because  in  the  eyes  of  the  state  equal  revenue 
connotes  equal  faculty,  for  the  reason  that  equal  in- 
come yields  equal  enjoyment.  The  state  has  nothing 
to  do  with  the  subjective  impressions  of  the  taxpayer; 
how  far  a  man's  income  may  suffice  for  the  satisfac- 
tion of  his  comforts  and  luxuries  is  purely  a  subjec- 
tive matter.  The  state  has  no  right  to  inquire  into 
this  unless  we  are  willing  to  say  that  it  is  the  func- 
tion of  the  state  to  level  inequalities  of  fortune.  The 
whole  theory  of  progressive  taxation  is  simply  a  re- 
sult of  false  sentimentalism.^  The  only  really  legiti- 
mate kernel  of  progressive  taxation  consists  in  the 
exemption  of  a  definite  minimum  of  existence,  because 
it  is  virtually  impossible  for  the  state  to  tax  this.^ 

The  only  other  German  writers  of  any  importance 
who  advocate  the  degressive  theory  are  those  who 
have  been  chiefly  influenced  by  Mill.  Both  Bergius 
and  Pfeiffer,  the  authors  of  bulky  volumes  on  public 

1"  Die  okonomische  Steuerfahigkeit." 

2"Fur  die  Finanzpolitik  kann  auf  Grund  menschlich  allgemeiner 
Werthschiitzung  als  Kegel  nur  gelten,  dass  gleich  grosses  Einkom- 
men  gleich  grosse  Steuerfahigkeit  hat,  well  es  in  seiner  Verwen- 
dung  gleich  grossen  Genuss  gewahrt.  Regelmiissig  verschieden, 
was  dann  die  Besteuerungspolitik  vollig  unbeachtet  liisst,  ist  die 
Genussrichtung ;  regelmassig  iibereinstimmend,  worauf  die  Be- 
steuerung  f  usst,  ist  die  Genusshohe  .  .  .  Die  Finanz  lasst  durch 
die  Besteuerung  von  jedergleichen  Genusshohe  gleich viel  wegneh- 
men;  aber  sie  ist  nicht  dazu  da,  urn  mit  Hilfe  und  auf  Kosten  der 
Besteuerung  der  Subjectivitat  dieser  oder  jener  Einzelnen  zu  einer 
opulenteren  Genusshdhe  des  Auskommens  zu  verhelfen,  als  deren 
Einkommen  entspricht."  TJmpfenbach,  "Lehrbuch  der  Finanz- 
wissenschaft"  (1859).     Cf.  2nd  ed.  (1887),   §  82,  pp.  166-167. 

2  "Mit  Abzug  des  auf  jedes  Einkommen  treffenden  Existenz- 
minimums  steht  die  einzige  zuliissige  Steuerprogression  fest." 
Ibid.,  173. 
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finance,  follow  Mill  almost  word  for  word.'  Ffeiffer, 
however,  in  demanding  the  exemption  of  the  mini- 
mum of  subsistence,  desires  that  an  allowance  be 
made  for  the  number  of  children. 

The  advocates  of  degressive  taxation  as  an  out- 
come of  the  faculty  theory  of  taxation  are  therefore 
very  few  in  number.  It  is  evident  that  their  position 
is  not  a  strong  one,  and  that  their  attitude  is  based 
on  a  half-way  reasoning.  It  is  not  surprising,  then, 
that  the  great  majority  of  writers  of  this  school 
should  go  the  whole  length  and  plead  for  progression 
as  a  necessary  outcome  of  the  faculty  theory  of 
taxation.  With  this  far  larger  wing  we  have  now 
to  deal. 


HISTORICAL   APPENDIX    V. 

The  Faculty  Theory  Leads  to  Progressive 
Taxation. 

One  of  the  earliest  defenders  of  this  doctrine  was 
Montesquieu,  although  his  argument  is  not  always 
consistent.  Montesquieu,  we  know,  gave  the  cele- 
brated definition  of  taxes  which  classes  him  among 
the  partisans  of  the  benefit  theory.-  Yet,  when 
speaking  of  the  progressive  tax  in  Athens,  he 
upholds  it  on  entirely  different  grounds.  ''In  the 
personal  tax,"  says  Montesquieu,  "the  proportion 
which  would  exactly  follow  the  proportion  of 
property  would  be  unjust.  The  Athenian  tax  was 
just,  although  not  proportional.     If  it  did  not  follow 

^Bergius,  "Grundsiitze  der  Finanzwissenschaft"  (1865).  Cf.  esp. 
2nd  ed.  (1871),  407-410.— Pfeiffer,  "Die  Staats-Einnahmen"  (1866),  i, 
80;  ii,  26-33,  41-45,  538. 

-See  above  p.  92. 
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the  proportion  of  property,  it  followed  the  proportion 
of  wants.  It  was  ^  held  that  every  one  had  an  equal 
amount  necessary  to  his  subsistence  ;  that  this 
necessary  portion  ought  not  to  be  taxed  ;  that  the 
useful  came  next,  and  that  it  ought  to  be  taxed,  but 
less  than  the  superfluous."^  We  see  from  this  passage 
that  Montesquieu  defends  progressive  taxation  be- 
cause the  curtailment  of  luxuries  involves  less  sacrifice 
than  the  curtailment  of  necessaries.  But  he  adds 
immediately:  '*'It  was  thought  that  the  size  of  the 
tax  on  the  superfluous  would  prevent  the  super- 
fluous."^ This  would  seem  to  imply  the  socio-politi- 
cal or  socialistic  theory  of  progressive  taxation,  that 
it  is  the  duty  of  the  state  to  remedy  inequality  of 
wealth.  Montesquieu  must  therefore  be  regarded  as 
inconsistent,  although  in  the  main  he  may  be  classed 
under  the  division  here  discussed. 

Very  much  the  same  ideas  were  developed  by  the 
French  economist  Montyon.  Not  only  must  the  sum 
necessary  to  existence  be  exempt,  but  the  revenue 
which  is  devoted  to  the  satisfaction  of  wants  not  far 
removed  from  necessities  must  be  very  lightly  taxed  ; 
while  fortunes  whose  product  exceeds  what  is  neces- 
sary both  for  necessaries  and  for  comforts  belong  in 
far  greater  part   to   the   state. ^     Montyon  pleads  in 

^"Dans  I'impot  de  la  personne,  la  proportion  injuste  seroit  celle 
qui  suivroit  exactement  la  proportion  des  biens  ...  La  taxe 
etoit  juste,  quoiqu'elle  ne  fl^t  point  proportionnelle;  si  elle  ne  suivoit 
pas  la  proportion  des  biens,  elle  suivoit  la  proportion  des  besoins. 
On  jugea  que  chacun  avoit  un  necessaire  physique  egal;  que  ce 
necessaire  physique  ne  devoit  point  etre  taxe;  que  I'utile  venoit  en- 
suite,  et  qu'il  devoit  etre  taxe,  mais  moins  que  le  superflu."  Mon- 
tesquieu, "De  I'Esprit  des  Lois,"  book  xiii,  chap.  vii. 

2  "Que  la  grandeur  de  la  taxe  sur  le  superflu  empechoit  le 
superflu." 

^"Non  seulement  I'impot  personnel  ne  doit  point  morceler  ce  qui 
est  absolument  necessaire  a  la  subsistance  du  contribuable;  mais 
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especial  for  a  diminution  of  the  rate  in  favor  of 
fathers  of  large  families. 

The  most  celebrated  French  advocate  of  progres- 
sive taxation  is  J.  B.  Say.  Say  maintains  that  taxa- 
tion is  a  sacrifice  made  to  public  order  ;  but  public 
order  can  not  demand  the  sacrifice  of  whole  families. 
Hence,  the  minimum  of  subsistence  must  be  spared. 
When  we  go  beyond  that,  Say  confesses  that  uncer- 
tainty begins.  The  line  that  separates  superfluities 
from  necessities  is  not  fixed,  but  relative.  '-All  that 
we  know  is  that  after  a  certain  point  there  is  in 
every  income  an  imperceptible  progression,  so  that  a 
family  can  satisfy  ever  less  necessary  wants,  until 
the  wants  become  almost  unfelt."^    And  he  gives  the 

par  line  suite  de  ce  principe,  il  doit  etre  gradue  dans  une  telle  pro- 
portion de  la  fortune,  qu'un  revenu  qui  ne  fournit  que  quelques 
douceurs  d'existence  si  proches  des  besoins  qu'elles  peuvent  se  con- 
fondre  avec  eux,  et  que,  sans  elles,  I'existence  serait  un  mal  plutot 
qu'un  bien,  ne  eoit  greve  que  d'un  impot  tres  leger,  si  toutefois  il  en 
doit  supporter  aucun;  un  revenu  qui  conf  ere  une  plus  grande  aisance 
doit  ^tre  plus  fortement  impose;  et  dans  une  grande  fortune,  les 
produits  qui  excedent  ce  qu'exigent  les  besoins  et  I'aisance,  peuvent 
en  tres  grande  partie  etre  consacrt's  aux  besoins  de  I'Etat."  Mon- 
tj'on,  "Quelle  Influence  out  les  diverses  Especes  d'Impots  sur  la 
Moralite,  TActivite  et  I'lndustrie  des  Peuples"  (1808).  In  "Melan- 
ges d'Economie  Politique"  (Guillaumin's  Collection  den  principaux 
Economistes)  ii  (1848),  391. 

'"Tout  ce  qu'on  salt,  c'est  que  les  revenus  d'un  homme  ou  d'une 
famille  peuvent  etre  modiques  au  point  de  ne  pas  suffire  a  leur  ex- 
istence, et  que  depuis  ce  point  jusqu'a  celui  ou  ils  peuvent  satisfaire 
:\  toutes  les  sensual ites  de  la  vie,  h.  toutes  les  jouissances  du  luxe  et 
de  la  vanite,  il  y  a  dans  les  revenus  une  progression  imperceptible, 
et  telle  qu'a.  chaque  degre,  une  famille  pent  se  procurer  une  satis- 
faction toujours  un  peu  moins  necessaire,  jusqu'aux  plus  futiles 
qu'on  puisse  imaginer ;  tellement  que  si  Ton  voulait  asseoir  I'imijut  de 
chaque  famille,  de  maniC-re  qu'il  fut  d'autant  plus  k'ger  qu'il  portat 
sur  un  revenu  plus  necessaire,  il  faudrait  qu'il  diminuat,  non  pas 
simplement  proportionnellement,  mais  progressivement."  J.  B. 
Say,  "Traite  d'Economie  Politique"  (1803),  book  iii,  chap,  ix; 
8th  ed.  (1876),  548. 
11 
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classic  example  of  two  families  with  300,000  and  300 
francs  incomie  respectively.  A  proportional  tax  of 
ten  per  cent  would  leave  the  one  family  270,000 
income,  which  would  scarcely  affect  the  satisfaction 
of  its  wants  at  all  ;  but  it  would  leave  the  other 
family  only  270  francs  and  thus  rob  it  of  the  neces- 
sary means  of  existence.  ''A  tax  which  is  simply 
proportional  to  income  would  hence  be  far  from  just. 
I  shall  go  further  and  shall  not  hesitate  to  say  that 
the  progressive  tax  is  the  only  just  tax."^  And  in 
another  work,  after  stating  that  the  protective  theory 
logically  leads  to  proportional  taxation,  he  asks,  ''  Is 
not  a  simply  proportional  tax  heavier  for  the  poor 
than  for  the  rich  ?  Ought  the  man  who  earns  only 
enough  to  feed  his  family  to  be  taxed  in  exactly  the 
same  proportion  as  the  man  who,  because  of  his 
ability,  his  original  capital  or  his  landed  property, 
earns  enough  not  only  to  defray  all  the  expenses  of  a 
luxurious  life,  but  who,  in  addition,  yearly  adds  to 
his  capital  ?  Do  you  not  find  in  this  demand  some- 
thing that  shocks  your  feeling  of  justice  ?"-  In  other 
words.  Say  bases  his  demand  of  progressive  taxation 
on  the  theory  of  sacrifice. 

Since  Say,  but  few  French  writers  have  advocated 
progression.  But  those  that  have  done  so  have  gen- 
erally been  overlooked.  Let  us  take  them  up  in 
their  historical  order. 

Esm^enard  du  Mazet  defends  progressive  taxation 
on  the  express  ground  that  every  citizen  must  make 

^"On  voit  done  qu'un  imput  qui  serait  simplement  proportionnel 
au  revenu  serait  loin  cependant  d'etre  (equitable  .  .  .  J'irai 
plus  loin,  et  je  ne  craindrai  pas  de  prononcer  que  I'impot  progres- 
sif  est  le  seul  equitable."     Ibid.,  549. 

-J.  B.  Say,  "Cours  Complet  d'Economie  Politique  Pratique" 
(1829),  part  via,  chap,  iv;  Brussels  ed.  (1844),  495. 
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an  equal  sacrifice,  that  is,  a  sacrifice  which  will  make 
them  all  equally  feel  the  privation  imposed  upon  them 
by  the  tax.  '-The  possessor  of  20,000  francs  income 
who  is  taxed  2,000  francs,  is  less  affected  by  the  tax 
than  he  who  with  1,000  francs  pays  100.  Otherwise 
Ave  would  have  to  admit  that  all  our  wants  were 
equally  urgent."'  And  more  recently  the  Belgian 
economist  Denis  has  taken  a  similar  position,  although 
he  maintains  that  the  contest  between  the  principles 
of  proportion  and  progression  is  interminable  as  long 
as  there  exists  an  inequality  in  wealth. - 

The  most  abstract  attempt  to  prove  that  the  sacrifice 
theory  leads  to  progressive  taxation  was  made  by 
Fauveau,  who  applies  the  mathematical  method. 
Fauveau,  we  remember,  maintained  that  even  from 
the  standpoint  of  benefits  taxation  must  be  progres- 
sive.^ But  the  equality-of-sacrifice  theory,  in  his 
opinion,  leads  to  the  same  result.  The  moral  sacrifice 
imposed  on  individuals  by  taxation  does  not  depend 
alone,  he  thinks,  on  the  amount  of  money  taken. 
The  loss  of  the  same  sum  of  money  is  far  more  bur- 
densome to  the  poor  than  to  the  rich,  because  in  the 
first  case  it  trenches  on  necessities,  in  the  second  on 
superfluities.  Hence  the  moral  value  of  a  man's  for- 
tune does  not  increase  as  fast  as  its  mathematical 

^"Tous  les  citoyens  doivent  faire,  dans  I'interet  de  la  chose 
publique,  un  sacrifice  egal,  c'est  a  dire  qui  leur  fasse  egalement 
sentir  la  privation  que  ce  devoir  impose  .  .  .  Ainsi  done,  et  le 
sentiment  interieur  et  I'experience  sont  d'accord  pour  nous  faire 
adopter  dans  le  repartition  de  I'imput  une  autre  base  que  la  simple 
proportion  de  la  fortune."  Camille  Esmenard  du  Mazet,  "Nouveaux 
Principes  d'Economie  Politique"  (1849),  ii,  283. 

-"  Je  considere  I'opposition  des  deux  tendances  comme  indefec- 
tible aussi  longtemps  que  subsistera  I'inegalite  des  richesses." 
H.  Denis,  "L'Impot"  (1889),  89-91. 

"Above,  page  126. 
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value.'  The  moral  value  of  a  given  amount  of  prop- 
erty may  be  considered  a  function  of  its  mathematical 
value,  a  function  which  increases  less  rapidly  than 
the  variable.  The  moral  sacrifice,  hence,  is  the  dif- 
ference between  the  moral  value  of  a  man's  fortune 
before  the  payment  of  the  tax  and  after  its  payment. 
Great  mathematicians  like  Laplace  and  Poisson  have 
shown  that  the  moral  increase  of  wealth  may  be 
deemed  proportional  to  its  mathematical  increase  and 
inversely  as  the  total  value  of  the  fortune,  whenever 
this  increase  is  infinitely  small.  Hence  taxation  based 
on  equality  of  sacrifice  must  be  progressive,  although 
the  rate  of  progression  must  be  less  than  in  the  case 
of  taxation  looked  upon  as  an  insurance  premium.^ 
The  exact  rate  is  expressed  by  Fauveau  after  sev- 
eral pages  filled  with  operations  in  differential  calcu- 
lus, in  a  formula  two  lines  long,  which  it  would  be 
beside  the  mark  to  reproduce  here. 

The  English  writers  have  hitherto  been  almost 
entirely  neglected  by  the  historians  of  public  finance. 

'"La  perte  d'une  meme  somrae  d'argent  est  beaucoup  plus 
penible  pour  le  pauvre  que  pour  le  riche,  parcequ'au  premier  c'est 
le  necessaire,  au  second  c'est  le  superflu  qui  se  trouve  enleve.  On 
comprendra  aisement  qu'en  consequence  de  cette  verite  la  fortune 
d'un  homme  n'a  pas  pour  lui  une  valeur  morale  qui  croisse  aussi 
vite  que  sa  valeur  mathematique,  tout  accroissement  de  bien  egal 
diminuant  de  valeur  alors  qu'il  rapporte  des  choses  de  moins  en 
moins  necessaires."  Fauveau,  "Considerations  Mathematiques  sur 
la  Th^orie  de  I'Impot"  (1864),  33. 

^"On  pent  doncconsidererla  valeur  du  bien  d'un  individu  comme 
uuefonction  de  la  valeur  mathhnatique  de  ce  bien,  fonction  qui  croit 
moins  rapidement  que  la  variable  .  .  .  Le  sacrifice  moral  im- 
post h.  chacun  c'est  la  difference  de  la  valeur  de  la  fortune  de 
I'individu  avant  le  payement  de  I'impot  et  apres  .  .  .  L'ac- 
croissement  moral  de  la  fortune  pent  etre  consid^re  comme  propor- 
tionnel  a  son  accroissement  mathematique  et  en  raison  inverse  de 
la  valeur  totale  de  la  fortune,  toutes  les  fois  que  cet  accroissement 
est  infiniment  petit  .  .  .  A  ce  point  de  vue  I'lmpot  doil  etre 
progress! f."     Ibid.,  35  and  41. 
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The  earliest  exposition  of  progressive  taxation  resting- 
on  faculty  is  to  be  found  in  the  writings  of  a  celebra- 
ted divine,  Dr.  Paley.  He  lays  down  his  views  in  the 
following  words:  "A  tax,  to  be  just,  ought  to  be 
accurately  proportioned  to  the  circumstances  (or 
more  correctly  perhaps,  to  the  amount  of  the  prop- 
erty) of  the  persons  who  pay  it.  But  upon  what,  it 
might  be  asked,  is  this  opinion  founded,  unless  it 
could  be  shown  that  such  a  proportion  interferes  the 
least  with  the  general  conveniency  of  subsistence? 
Whereas,  I  should  rather  believe,  that  a  tax  con- 
structed with  a  viev/  to  that  conveniency,  ought  to 
rise  upon  the  different  classes  of  the  community  in  a 
much  higher  ratio  than  the  simple  proportion  of  their 
incomes.  The  point  to  be  regarded  is  not  what  men 
have,  but  what  they  can  spare;  and  it  is  evident 
that  a  man  who  possesses  £1,000  a  year  can  more 
easily  give  up  £100  than  a  man  with  £100  can  part 
with  £10;  that  is,  those  habits  of  life  which  are 
reasonable  and  innocent,  and  upon  the  ability  to 
continue  which  the  formation  of  families  depends, 
will  be  much  less  affected  by  the  one  deduction  than 
by  the  other.  It  is  still  more  evident  that  a  man 
of  £100  a  year  would  not  be  so  much  distressed  in 
his  subsistence  by  a  demand  from  him  of  £10,  as  a 
man  of  £10  a  year  would  be  by  the  loss  of  £1."^  And 
he  then  goes  on  to  discuss  whether  ''the  simple,  the 
duplicate,  or  any  higher  or  immediate  proportion  of 
men's  incomes"  is  the  real  ideal. 

A  fuller  exposition  of  the  doctrine  is  contained  in 
the  work  of  Craig,  who  is  the  first  English  writer  to 
devote    a    separate  volume    to    problems    of   public 

^Palej-,  "Elements  of  Political  Knowledge,"  chap,  xi,  sec.  iv, 
"Taxation."     In  his  collected  works,  ed.  1830,  iii,  511. 
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finance.  Although  Craig  sometimes  uses  language 
that  seems  to  imply  the  give-and-take  theory,  yet 
his  defence  of  progression  is  based  primarily  on 
the  equality-of-sacrifice  theory.  Thus  he  says:  ••The 
taxes  which  each  inhabitant  pays  to  the  state 
consist    of    the    quantity    of    enjoyment    of    which 

he    is    deprived It    seems   reasonable 

that  the  portion  of  enjoyments  so  yielded  by 
individuals  should  correspond  to  that  which  they 
respectively  retain.*"^  Craig  divides  all  enjoyments 
into  three  classes :  necessaries,  gratifications  and 
superfluities.  After  a  lengthy  examination  of  the 
privations  occasioned  to  individuals  by  the  diminu- 
tion of  each  of  these  various  classes,  he  concludes 
that  "taxes,  if  proportioned  to  wealth,  occasion 
more  severe  privations  to  the  poor  than  to  the  rich," 
and  that  ''the  proportion  of  the  public  burdens  laid  on 
each  individual  ought  to  increase  in  a  quick  progres- 
sion, according  to  his  wealth.'"-  Craig  also  attempts 
to  prove  that  the  state  is  compelled  to  assume  certain 
expenditures  directly  traceable  to  the  demands  of  the 
wealthy,  and  that  hence  the  •'•pre-eminently  wealthy'' 
ought  to  pay  more  than  in  proportion  to  their  wealth. 
But  this  is  plainly  the  give-and-take  theory  and  open 
to  some  question,  although,  as  we  remember,  it  was 
advanced  by  Cordorcet;  and  Craig  is  in  the  main  con- 
tent to  base  his  demands  for  progression  on  the  theory 
of  privation  of  enjoyments,  or  equality  of  sacrifice. 
Later  on  he  applies  the  theory  of  ••sacrifice  of  enjoy- 
ments" not  only  to  what  he  calls  the  principle  of 
•'gradation''  of  the  tax,^  but  also  to  what  is  generally 

iJohn  Craig,  "Elements  of  Political  Science"  (1814),  ii,  264. 

""Ibid.,  ii,  270,  279. 

^In  discussing  the  first  maxim  of  Adam  Smith,  he  introduces  the 
"important  modification"  by  the  assertion  "that  according  to 
justice  as  well,  as  expediency,    the   proportion   which   the   taxes 
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known  as  the  principle  of  difiFerentiation  of  the  tax, 
i.  e.,  making  a  distinction  according  to  the  source 
whence  the  income  is  derived.  Proportional  taxation 
on  all  income  would  be  grossly  unequal.  The  inequal- 
ity, he  thinks,  may  be  mitigated,  not  only  by  progres- 
sive taxation,  but  '-by  making  the  rate  depend  partly 
on  property  and  partly  on  income,"  i.  e.,  by  capital- 
izing the  income.^  But  Craig  sees  that  even  these 
arrangements  would  not  bring  about  a  complete 
equality  of  sacrifice.  '-Sources  of  inequalitj^  would 
still  remain  in  the  state  of  health  of  the  contributor, 
in  the  probability  of  his  employment  being  permanent, 
and  in  the  various  risks  to  which  commercial  specu- 
lations are  necessarily,  though  very  unequally, 
exposed." 

Buchanan,  the  acute  conmientator  of  Adam  Smith, 
was  also  in  favor  of  progressive  taxation,  and  for 
very  much  the  same  reason.  He  tells  us:  "The  in- 
justice of  fixing  a  common  rate  of  contribution  for  all 
incomes,  however  various,  is  sufficiently  obvious; 
since  an  income  of  £10,000  per  annum  might  pay, 
without  an}^  great  hardship,  a  proportion  which,  if 
exacted  from  a  smaller  income,  would  force  a  re- 
trenchment, not  of  comforts  merely,  but  of  absolute 
necessaries.  The  rate  of  contribution  to  be  equitable 
ought  therefore  to  vary,  gradually  ascending,  until  it 
rises  to  its  maximum  among  the  highest  incomes."- 

bear  to  the  property  of  each  contributor  ought  to  increase  pro- 
gressively according  to  the  wealtli."    Ibid.,  iii,  5. 

^"All  revenue  derived  from  annuities  or  professions  might  be 
brought  to  a  capital,  according  to  the  number  of  years  at  which 
the  life  of  the  annuitant  was  valued,  and  the  tax  might  then  be 
levied  on  this  fictitious  property."     Ibid.,  iii,  23. 

-David  Buchanan,  "Observations  on  the  Subjects  treated  of  in 
Dr.  Smith's  Inquiry  into  the  Nature  and  Causes  of  the  Wealth  of 
Nations"  (1817),  211. 
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Tlie  most  comprehensive,  and  in  fact  the  only 
elaborate,  work  devoted  specifically  to  the  income  tax 
in  Eng-lish  is  that  of  Sayer.^  Sayer  takes  it  for  granted 
that  income  is  the  best  test  of  ability.  '-Considering- 
equality  of  taxation  to  signify  taxation  in  due  pro- 
portion to  every  one's  means  and  ability  to  pay,  that 
most  just  principle  of  taxation,  it  seems  to  follow  that 
income,  which  constitutes  and  evidences  the  means 
to  pay,  is  the  surest  basis  for  equal  taxation.*'  Sayer 
maintains  that  income  is  far  superior  to  expenditure 
as  a  basis  of  taxation  because  a  tax  on  income  '-ad- 
mits practically  of  a  gradation"'  or  '-'gradually  in- 
creasing scale  of  taxation,  according  to  which  the 
rate  of  it  will  become  higher  as  the  means  for  the 
contribution  increase."-  Another  advantage  of  the 
income  tax  is  that  it  admits  of  a  proportionate  re- 
duction to  persons  having  large  families,  --on  the 
principle  that  taxation  should  be  exacted  in  propor- 
tion to  every  one's  ability  to  bear  it,  and  as  a  man 
with  a  family  to  maintain  is  less  liable  to  bear  taxa- 
tion than  a  man  without  a  family.'"^  Sayer  defends 
the  general  theory  of  "the  graduated  scale  of  charge " 
for  the  reason  "that  the 'deduction  which  it  makes 
from  inferior  incomes  occasions  a  deprivation  of  the 
necessaries  of  life,  while  the  deduction  from  large 
incomes  deprives  of  luxuries  only,  or  of  such  conve- 
niences or  enjoyments  as  can  be  spared  without  so 
much  personal  distress  and  suffering  as  the  want  of 

'  "An  Attempt  to  show  the  Justice  and  Expediency  of  substituting 
an  Income  or  Property  Tax  for  the  present  Taxes  or  a  Part  of  them, 
as  affording  the  most  Equitable,  the  least  Injurious  and  the  least 
Obnoxious  Mode  of  Taxation"  (1833).  It  was  published  anony- 
mously, but  was  written  by  Benjamin  Sayer.  Cf.  McCulloch, 
"Literature  of  Political  Economy  "  (1845),  339. 

^-Ibid. ,  3,  4. 

Hbid.,  28.  248. 
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absolute  necessaries  occasions.''  Ho  discusses  some 
objections  made  to  the  principle,  and  although  con- 
fessing that  there  are  certain  doubts  as  to  the  practi- 
cability of  carrying  out  the  entire  system  of  gradua- 
tion, he  nevertheless  upholds  progressive  taxation  as 
in  the  main  just  and  expedient.  Sayer's  whole  dis- 
cussion is  noteworthy. 

Several  years  later,  at  the  time  that  the  principles 
of  the  English  income  tax  were  actively  discussed, 
progressive  taxation  was  again  demanded.  Bucking- 
ham based  his  contention  on  the  clause  of  Adam 
Smith  that  people  should  pay  in  proportion  to  their 
respective  abilities.  ''So  long  as  a  man  with  an 
income  of  £300,000  a  year  must  be  more  able  to  pay 
thirty  per  cent  of  income  tax  than  a  man  of  £oO  a  year 
to  pay  five  per  cent,  so  long  must  the  graduated  scale 
be  considered  more  just  than  a  uniform  one  for  all 
classes."^  And  later  on  he  explains  that  '-the  very 
wealthiest  who  paid  the  heaviest  amount  and  the 
largest  proportion  of  their  incomes  would  after  all  be 
least  inconvenienced  by  such  payment,  since  it  is  not 
so  much  the  amount  that  is  contributed  by  them,  as 
the  surplus  amount  of  fortune  or  income  still  left  in 
their  possession,  which  affects  their  happiness."^ 

We  come  next  to  the  German  economists,  among 
whom  we  find  a  far  larger  number  of  adherents  of 

^"An  Attempt  to  show  the  Justice  and  Expediency  of  substituting 
an  Income  or  Property  Tax  for  the  present  Taxes  or  a  Part  of  them, 
as  affording  the  most  Equitable,  the  least  Injurious  and  the  least 
Obnoxious  Mode  of  Taxation  "  (1833),  219. 

^  James  B.  Buckingham,  "  National  Evils  and  Practical  Remedies  " 
(1849),  351.  Cf.  also  the  "Financial  Reform  Tracts"  (1850),  no. 
27,  p.  6.  The  subject  is  fully  discussed  from  the  same  standpoint 
in  another  work  by  Buckingham,  "  Plan  of  an  Improved  Income 
Tax  "(1845),  13-25." 

^Ihid.,  370. 
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progressive  taxation.  The  first  of  the  Germans  to  de- 
mand progression  as  the  outcome  of  the  faculty  theory 
was  Sch(')n.  He  breaks  with  the  give-and-take  theory 
and  asserts  that  taxes  should  be  in  accordance  with 
ability.^  But  he  maintains  that  a  proportional  tax 
would  really  create  economic  inequahty.  It  must  be 
said,  however,  that  Schon  also  partly  advocates  the 
socialistic  theory  in  so  far  as  he  says  that  in  dem- 
ocracies the  cardinal  point  is  to  prevent  great  ine- 
quality of  wealth,  and  that  progressive  taxation  is  a 
far  better  engine  for  accomplishing  this  result  than 
the  drastic  measures  of  a  Lycurgus.  He  naively 
maintains,  however,  that  in  aristocracies  and  mon 
archies,  on  the  other  hand,  inequality  of  wealth 
is  unavoidable,  but  that  progressive  taxation  is 
nevertheless  to  be  demanded  as  the  most  equitable, 
although  the  rate  of  progression  must  be  different.' 
In  democracies  he  proposes  that  the  rate  should  in- 
crease arithmetically  with  every  arithmetical  increase 
in  the  income;  in  aristocracies  and  monarchies  the 
rate  should  increase  with  every  doubling  of  the  in- 
come.^ 

After  Schon,  progressive  taxation  was  not  again 
demanded  for  several  decades  in  Germany  although, 
as  we  have  seen,  this  demand  is  frequently  found  in 
England.  Recently,  this  relation  has  been  reversed. 
The   English   writers  have  not   favored  progression 

I'Tiihigkeit"  is  the  word  he  uses.  Johannes  Schon,  "Die 
Grundsiitze  der  Finanz  "  (1832),  chap.  5,  esp.  p.  61. 

■^"Es  darf  [in  Demokratien]  nur  die  Abgabe  im  arithmetischen 
Verhaltnisse  steigen,  wenn  die  Einkiinfte  im  arithmetischen 
Verhaltnisse  wachsen;  in  Monarchien  und  Aristokratien  miisste 
der  Steuerfuss  bios  dann  in  arithmetischen  Verhaltnisse  wachsen, 
wenn  das  Einkommen  eine  Yerdoppelung  erlanget."   Ibid.,  60. 
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but  the  Germans  have.  Let  us  take  up  then  the 
chief  German  advocates  of  progression  during  the 
past  twenty  years. 

The  eminent  economist,  Held,  lays  the  chief  stress 
on  equality  of  sacrifice.  If  we  accept  equality  of 
sacrifice  as  a  principle,  proportional  taxation  is  abso- 
lutely illogical,  in  his  opinion.  Held  maintains  that 
the  principle  of  equality  cannot  possibly  lead  to  any 
arithmetical  relation  between  income  and  pressure  of 
taxation  as  the  only  equitable  principle.  This  is  all 
the  more  true  because  income  itself  does  not  seem 
a  practicable  standard  by  which  to  measure  indi- 
vidual sacrifice.  Income  may,  indeed,  give  us  a 
measure  for  the  relative  individual  power  to  dispose 
of  economic  values;  but  he  who  disposes  of  equal 
values  is  not  able,  on  that  account,  either  to  enjoy 
equally  or  to  suffer  privation  equally.^  Income,  in 
other  words,  is  no  absolute  test  of  justice  in  taxation. 
Held  concludes  that  proportional  taxation  is  illogical, 
and  that  it  is  useless  to  endeavor  to  realize  equality 
of  sacrifice.  The  best  taxes  are  those  which  are 
least  complained  of.-  Yet,  later  on,  in  constructing 
his  positive  system,  he  includes,  as  one  of  the  funda- 
mental taxes,  a  progressive  income  tax.'' 

The  most  noted  of  the  German  defenders  of  pro- 
gressive taxation  is  Neumann.  Neumann  thinks  that 
the  principle  of  faculty  is  really  not  different  from 
that   of   equal   sacrifice.     Were   the   ability   to   pay 

i"Das  tauschwerthe  Einkommen  des  Einzelneu  giebt  uns  ein 
Mass  fiir  die  vergleichsweise  Macht  der  Einzelnen,  iiber  okono- 
mische  Werthe  zu  verfiigen — aber  wer  iiber  gleiche  Werthe 
verfiigt,  kann  desshalb  nicht  immer  gleich  Viel  geniessen  und 
gleich  Viel  entbehren."  Held,  "Die  Einkommensteuer  "  (1S72), 
113. 

nUd.,  115. 

''Ibid.,  189. 
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taxes  an  absolutely  fixed  quantity,  like  measure  and 
weight,  then,  indeed,  it  might  be  asked :  What  has 
faculty  to  do  with  sacrifice  ?  But,  in  reality,  faculty 
is  not  something  definitely  fixed.  When  anyone  has 
to  fulfill  any  duty,  whether  to  father  or  to  fatherland, 
his  ability  generally  increases  in  proportion  as  he 
imposes  efforts  on  himself,  and,  furthermore,  it  gen- 
erally increases  in  proportion  as  he  denies  himself 
pleasures,  enjoyments  and  the  satisfaction  of  wants. 
In  both  cases,  thus,  the  ability  increases  with  the 
sacrifice — the  sacrifice  of  the  effort  and  the  sacrifice 
of  the  denial.  Sacrifice  and  faculty  in  this  sense  are 
hence  not  different  things,  but  stand  in  the  closest 
relation  to  each  other.  In  fact,  it  may  be  said  :  Only 
through  a  recognition  of  the  sacrifice  imposed  can 
the  measure  of  ability  attain  a  definite  form,  and 
thus  be  of  any  use  for  purposes  of  taxation.^  It 
might  be  said,  indeed,  that  if  two  persons,  with  equal 
efforts,  annually  earn  ftl,000  and $10,000,  respectively, 
their  ability  to  pay  taxes  is  as  one  to  ten.  But  this 
is  not  true,  because  the  state  is  not  the  only  one  to 

^  "Ware  die  Leistungsfahigkeit—oder  ricbtiger  gesagt  die  Fiihig- 
keit  zu  bestimmter  Pflichterfiillung  beizutragen — bei  A,  B,  C,  u.  s. 
w.,  eine  feststehende  Grosse,  wie  Mass  und  Gewicht  bestimmter 
Bezeichnung,  so  hatte  jene  Annahme  recht.  Was  batte  denn  jene 
Fiihigkeit  mit  dem  Opfer  zu  tbun,  das  die  Leistung  auferlegt?  !  In 
der  Tbat  ist  jene  Fiihigkeit  aber  etwas  Feststehendes  nicM.  Wer 
zur  Erfiillung  seiner  Pfiicht  zu  leisten  hat,  gelte  es  dem  Yater  oder 
dem  Vaterlande — dessen  Befiihigung  hiezu  wiichst  im  Allgemeinen, 
je  nachdem  er  sich  Arbeitsmiihen  auferlegt,  und  sie  wiichst  eben- 
falls  im  Allgemeinen,  je  nachdem  er  sich  Geniisse,  Freuden  und  die 
Befriedigung  von  Bediirfnissen  versagt.  In  beiden  Beziehungen 
also  steigert  sich  die  Befiihigung  mit  dem  gebrachten  Opfer,  dem 
Opfer  der  Miihe  und  dem  der  Entsagung.  Und  Opfer  und  Leis- 
tungsfiihigkeit  in  dem  bier  in  Eede  stehenden  Sinnesind  also  nicht 
disparate  Dinge,  sondern  stehen  in  inniger  Beziehung  zu  einander." 
F.  J.  Neumann,  "Die  progressive  Einkommensteuer  in  Staats-  und 
Gemeindehaushalt"  (1874),  62. 
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take  advantage  of  their  ability.  The  state  must,  so 
to  speak,  divide  the  taxpayer's  ability  witli  liis 
family.  The  state  must  look  at  tht;  sacrifices  occa- 
sioned. Of  course,  the  state  cannot  take  cognizance 
of  all  the  individual  elements  of  each  man's  condi- 
tion ;  this  would  be  as  impracticable  as  it  is  impos- 
sible. The  state  has  to  deal  only  with  the  average 
men,  average  needs  and  average  conditions.^  The 
principle  therefore  must  be  :  To  apportion  taxes  in 
such  a  manner  as  to  correspond  to  the  ability  to 
contribute  to  public  purposes  with  generally  equal 
efforts  and  equal  sacrifices  as  over  against  other 
needs. ^ 

Neumann  objects  to  the  phrase  equality  [Gleicli- 
masstgkeit)  of  taxation  as  in  itself  giving  no  clue. 
If  individuals  are  taxed  according  to  the  number  of 
their  teeth,  or  the  length  of  their  eyebrows,  or  their 
weight,  we  have,  in  one  sense,  an  equality  of  taxa- 
tion. What  is  it  that  should  be  equal  ?  asks 
Neumann.  What  is  the  test  or  norm  of  equality  ? 
Some  say  that  it  should  be  equal  to  the  income,  so 
that  everyone  will  be  left  in  the  same  relative 
position  as  before,  and  they  conclude  that  propor- 
tional taxation  of  income  is  therefore  the  only  equal 
taxation.  But  Neumann  objects  that  this  is  no 
principle  of  taxation,   any   more   than   the    opposite 

^"Naturlich  konnen  freilich  immer  nur  Durcbschnittsmenschen, 
Durchschnittsbediirf  nisse,  Durchschnittsgef  iihle  uiid  Durclischnitts- 
empfindungen  in  Anschlag  gebrachtwerden."  F.  J.  Neumann,  "Die 
progressive  Einkommensteuer  in  Staats-  und  Gemeindehaushalt" 
(1874),  63. 

^"  Nach  Massgabe  der  Leistungs-  oder  genauer  gesagt,  der  Steuer- 
kraft  d.  h.  so  zu  vertbeilen,  wie  es  der  Befiihigung  zur  Leistung  in 
Staat  und  Gemeinde  bei  etwa  gleicher  Anstrengung  und  etwa 
gleichen  Opfern  andern  Bediirfnissen  gegeniiber  entspriclit." 
Ibid.,  63. 
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idea  that  it  is  the  function  of  the  state  to  altei 
conditions  of  wealth.  And  secondly,  he  holds  that 
even  if  we  accept  the  principle,  proportional  taxation 
of  income  does  not  logically  ensue.  For  in  actual 
life  the  same  percentage  of  income  tax  may  affect 
different  individuals  very  differently,  according  as 
their  whole  economic  condition  changes.^ 

The  logical  conclusion  from  the  principles  of 
faculty  and  equality  of  sacrifice  seems  to  Neumann 
progressive  taxation.  We  do  not  tax  individuals 
according  to  their  faculty  if  we  tax  A,  with  ten  times 
as  much  income  as  B,  only  ten  times  as  much.  For, 
after  satisfying  his  necessary  wants,  A  still  has  not 
only  ten  times  as  much  left  with  which  to  discharge 
his  duty  toward  the  state,  but  far  more  than  ten 
times  as  much.  His  faculty  is  greater.  And  in  the 
same  way,  it  is  undeniable  that  $15  tax  is  far  harder 
to  bear  for  a  man  with  $300  income,  than  a  tax  of 
$1,500  for  a  man  with  $30,000  income.  The  sacrifice 
is  greater.  And  as  the  rate  of  the  tax  becomes 
higher,  the  difference  in  the  sacrifice  is  still  more 
apparent.  Thus,  from  the  standpoint  both  of  faculty 
and  of  sacrifice,  equality  of  taxation  means  progres- 
sive taxation. - 

One  of  the  chief  objections  to  progressive  taxation 
is  that  as  the  progression  increases  the  tax  must 
finally  confiscate  a  man's  entire  income.  But  such  a 
view  overlooks  the  fact,  says  Neumann,  that  the 
progression  is  not  to  affect  higher  incomes  as  such, 
but  only  the  surplus  incomes;  since  it  is  only  these 
surplus  amounts   which  generally  subserve  the  less 

^F.  J.  Neumann,   "Die  progressive  Einkommensteuer  in  Staats- 
und  Gemeindehaushalt"  (1874),  98-102. 
^-lUa.,  1-12. 


Faculty  Theory  h'lids  to  Proyrcsisivc  7'a.riitiuii.        175 

urgent  wants.  Moreover  tliere  is  a  limit  beyond 
which  it  is  not  true  that  equal  amounts  of  high 
incom.es  subserve  equally  pressing  wants.  When  w^e 
get  to  very  high  incomes  they  generally  satisfy  wants 
which  are  of  equallj"  little  urgency  or  which  can  be 
equally  well  dispensed  with.  In  other  words,  beyond 
a,  certain  point  the  tax  must  become  proportional. 
The  rate  of  progression  thus  must  itself  be  degres- 
sive, so  as  ultimately  to  arrive  at  proportional  taxa- 
tion. The  ideal  must  be  a  degressively  progressive 
tax.^ 

While  most  of  the  minor  German  writers  have  fol- 
lowed Neumann's  reasoning,  the  celebrated  authors 
of  two  widely  read  text-books  on  finance,  Schiiffle 
and  Stein,  rather  ignore  the  theory  of  equality  of 
sacrifice. 

Schaffle  maintains  that  the  state  should  levy  its 
taxes  according  to  ''the  actual  capacity  to  pay."^ 
Property  and  income  represent  only  the  average 
capacity,  and  therefore,  thinks  Schiiffle,  it  is  neces- 
sary to  supplement  direct  by  indirect  taxation  in 
order  to  ascertain  the  actual,  "individual,  concrete, 
momentary"  capacity.^  But  in  so  far  as  the  average 
capacity  is  concerned — that  which  is  measured  by 
property  or  income — the  rate  cannot  be  proportional. 
For  taxable  capacity  is  very  different  in  the  higher 
strata  of  property  and  income  from  the  lower  strata. 
Large  property,  large  income  possesses  immeasura- 

^F.  J.  Neumann,  "Die  progressive  Einkommensteuer  in  Staats- 
und  Gemeindehaushalt "  (1874),  146. 

2"  Der  Staat  soil  alle  Steuerkriifte  nach  Verhilltniss  der  wirklichen 
Leistungsfahigkeit  belasten."  A.  E.  F.  Schaffle,  "Die  Grundsatze 
der  Steuerpolitik"  (1880),  75. 

^"Die  wirkliche — individuelle,  conkrete,  momentane — Leistungs- 
fahigkeit" as  over  against  "  Die  Durchschnittssteuerkraft." 
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bly  more  capacity  to  bear  taxes  when  taken  in  con- 
nection with  ordinary  needs,  but  especially  so  in  the 
case  of  extraordinary  needs.  Hence  the  justice  and 
equity  of  progressive  taxation.  But  we  cannot  im- 
agine, says  Schiiffle,  that  the  progressive  rate  should 
ever  reach  one  hundred  per  cent.  In  the  actual 
structure  of  society  large  fortunes  and  incomes  have 
important  functions  to  fulfill — the  duty  of  conduct- 
ing large  business  enterprises,  the  collection  of 
capital,  the  employment  of  the  fine  arts,  the  satis- 
faction of  extraordinary  needs  of  an  advanced 
civilization.  Hence  a  limitless  progression  would 
involve  a  crippling  of  necessary  social  services.^ 

Schiiffle' s  theory  depends  upon  his  interpretation  of 
"taxable  capacity  "  or  faculty.  •'■Actual  capacity."" 
says  he,  is  "the  expression  of  the  amount  which  the 
taxable  economic  unit  can  abandon  to  the  relative 
support  of  the  state,  without  crippling  his  own  rela- 
tive support. "2  Or,  as  he  puts  it  in  another  place: 
"The  fundamental  principle  of  public  finance  is  the 
economically  relative  support  of  the  state  wants  as 
over  against  a  not  less  relative  support  of  all  non- 
state  wants," ^     There  are  individual  and  collective 

^"  Die  Steuerkraft  verhalt  sich  einmal  in  den  Hohenlagen  der 
sozialen  Yermogens-  und  Einkommensschichten  anders  als  in  den 
Tiefenlagen.  Crrosses  Vermogen,  grosses  Einkommen  istdem  ordent- 
lichen,  namentlicli  aber  dem  ausserordentlichen  Bedarfsfalle  gegen- 
iiber  schon  im  Durchschnitt  ungleicli  steuerkriif tiger."  A.  E.  F. 
Schaffle,  "Die  Grundsiitze  der  Steuerpolitik  "  (1880),  78. 

2"Die  wirkliclie  Leistungsfahigkeit  ist  ebender  Ausdruck  dafiir, 
wie  viel  diesteuerpfliclitige  Privatwirthsciiaft  zu  der  im  Budgetab- 
schied  bestimmten  verhaltnissmiissigen  Alimentation  des  Ptaates 
ablassen  kann,  obne  die  verhiiltnissmiissige  Eigenversorgung  zu 
verkiimmern."     Ihid.,  23. 

^"Oberstes  Princip  der  Finanzwissenschaft  ist  die  volkswirth- 
schaf  tlich  verhaltnissmassige  Deckung  des  Staatsbedarfes  gegeniiber 
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wants,  private  and  public  wants;  and  a  truly  eco- 
nomic method  of  dealing  with  the  question  must  not 
subordinate  the  one  set  to  the  other.  Schilffle  uncon- 
sciously uses  very  much  the  same  language  as  did 
Montesquieu,  more  than  a  century  before.^  It  may 
bo  said  in  criticism  of  Schiiffle  firstly  that  the  reasons 
he  advances  in  defence  of  large  fortunes  are  not 
very  strong,  and  secondly  that  this  definition  of 
faculty  does  not  tell  us  enough.  It  does  not  give  us 
any  test  for  determining  how  and  to  what  extent  we 
can  measure  the  "crippling  of  one's  relative  support." 
In  so  far  as  it  has  any  meaning  at  all,  it  implies  the 
consumption  or  sacrifice  theory  which  Schiiffle  is  so 
careful  to  avoid.  The  stress  is  really  put  upon  con- 
sumption, not  upon  production.  And  the  theory 
finally  resolves  itself  into  an  acceptance  of  the  sac- 
rifice doctrine. 

Stein,  on  the  other  hand,  who  upholds  progressive 
taxation  only  in  the  later  editions  of  his  work,  has 
not  only  nothing  to  say  about  equality  of  sacrifice, 
but  regards  faculty  {Steuerkraft)  exclusively  from 
the  standpoint  of  production.  With  every  capital 
the  capacity  to  form  new^  capital  increases  with  its 
amount,  while  the  wants  of  the  owner  do  not  in- 
crease with  its  amount."  This  he  calls  the  ''law  of 
capital  growth."^     But  he  explains  this  more  closely 

einer  nicht  minder  verhaltnissmassigen  Deckung  aller  nichtstaat- 
lichen  Bedarfe."     Ibid.,  17. 

^The  words  of  Montesquieu  are  :  "Pour  bien  fixer  ces  revenus,  il 
faut  avoir  ^gard  et  aux  necessites  de  1'  etat  et  aux  necessites  des 
citoyens."     "  L'Esprit  des  Lois,"  xiii,  7. 

2"Wohl  ist  es  aber  gewiss,  dass  bei  jedem  Kapital  die  Kraft 
seiner  Kapitalbildung  mit  seiner  Grosse  wiichst  .  .  .  wiihrend 
das  Bediirfniss  seines  Besitzrs  nicht  in  gleichem  Grade  grosser 
wird."  Stein,  "Lebrbuch  der  Finanzwissenschaft,"  i  (4th  ed., 
1878),  421. 

3"  Grossengesetz  der  Kapitalien." 
12 
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as  meaning  that  the  capital-building  qualities  vary 
really  only  with  the  periodical  surpluses.  A  defin- 
ite percentage  of  small  capital  possesses  relatively 
more  power  to  generate  further  capital  than  an 
equal  percentage  of  large  capital.  A  millionaire,  he 
thinks,  can  never  get  as  much  revenue  out  of  each 
per  cent  of  capital  as  a  small  trader.  His  percentage 
of  profit  is  smaller.  But  the  frequent  reduplication 
of  the  smaller  percentage  finally  makes  the  surplus 
larger  than  the  less  frequent  reduplication  of  the 
higher  percentage.  Hence  it  is  the  surplus,  or  the 
income,  which  ought  to  be  taxed  progressively,  not 
the  capital.  And  moreover  the  rate  of  progression 
ought  itself  to  decrease  with  the  income.^  But  the 
point  is  that  progressive  taxation  follows  necessarily 
from  the  idea  of  production. 

Wagner,  as  we  already  know,  bases  his  demand  of 
progressive  taxation  on  what  he  calls  the  socio-polit- 
ical principle.  Nevertheless  he  regards  this  principle 
as  an  outcome  of  the  faculty  theory,  as  explained  by 
the  sacrifice  theory.  Faculty  he  defines  as  depend- 
ing on  two  sets  of  conditions,  those  which  respect 
the  acquisition  and  possession  of  commodities,  and 
those  which  respect  the  use  to  which  these  commodi- 
ties are  put  in  satisfying  our  own  wants  and  those 
of    others  whom  we   are  bound  to    look    after. ^     In 

^"Der  wahre  progressive  Steuerfuss  soil  auf  der  Zahl  der 
Einkommenseinheiten  beruhen,  aber  darf  niemals  als  eine  rein 
geometrische,  sondern  nur  als  eine  mit  jener  Zahl  selbst  abneh- 
mender  Progression  auftreten."  Ibid.,  i,  451.  Cf.  5tli  ed.  (1885), 
ii,  432. 

2"Die -wirthschaftliche  Leistungsfahigkeit  einer  Person  liegt  in 
zwei  Reihen  von  Momenten,  solchen  welche  den  Erwerb  und  Besitz 
von  Sachgiitern,  und  solchen,  welche  die  Verwendung  dieser  Giiter 
zu  eigner  oder  anderen  pflichtmiissig  zu  ermoglichenden  Bediirf- 
niss  Befriedigung  betreffen."  Wagner,  "  Finanzwissenchaft,"  ii 
(2nded.,  1890),  §184,  p.  444. 
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both  cases  the  faculty  stands  in  the  closest  rela- 
tion with  the  pressure  of  the  tax,  or  the  sacrifice 
occasioned  by  the  tax.  As  regards  the  acquisition 
of  commodities  everything  depends  on  the  manner 
of  acquisition,  whether  entirely,  partly  or  not  at  all 
through  pure  personal  exertion.  The  same  propor- 
tion of  different  kinds  of  income  or  property  may 
thus  represent  a  differing  economic  faculty  or  ability; 
and  in  general  the  faculty  may  be  said  to  increase  as 
the  element  of  labor  decreases.  Now,  says  Wagner, 
in  the  same  way  the  varying  amount  of  the  same 
income  or  property  connotes  a  different  faculty,  in 
the  sense  that  a  greater  amount  of  incomie  means  a 
more  than  proportional  faculty. 

This  argument,  however,  is  defective.  Wagner 
does  not  tell  us  ichy  a  varying  amount  of  property 
connotes  a  different  faculty.  The  larger  sum  may 
be  the  result  of  labor,  the  smaller  one  not.  On  this 
hypothesis  the  very  reverse  of  Wagner's  argument 
would  be  true.  From  the  standpoint  of  production 
Wagner  hence  does  not  prove  his  case.  He  thus 
substantially  rests  his  argument  on  the  equality- of- 
sacrifice  theory,  from  which  he  deduces  progressive 
taxation  on  the  ground  that  the  sacrifice  varies  with 
the  varying  amount  of  the  '-free"  income.^  But  here 
again  he  stands  quite  or  almost  alone  in  trying  to 
prove  that  the  equality- of -sacrifice  theory  leads  to 
progressive  taxation,  only  on  the  assumption  that  it 
is  the  object  of  the  state  to  remove  inequality  of 
fortune.  Unless  we  grant  this,  so  runs  his  rather 
weak  reasoning,  equality  of  sacrifice  can  lead  only 
to  proportional  taxation."     Weak   reasoning,    I  say, 

1  Wagner,  "Finanzwissenchaft,"  ii  (2nd  ed.,  1890),  §  184,  p.  446. 
■'lUd.,  455,  and  esp.  381-386. 
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because  the  sacrifice  imposed  on  the  individual 
depends  on  the  property  taken  away  from  liim,  not 
on  any  theory  of  state  activity.  Wagner's  discussion 
is  colored  all  through  by  this  peculiar  view  of  what 
he  calls  the  fundamental  principle  of  taxation. 

Von  Scheel  takes  about  the  same  position  as 
Wagner.  He  defines  faculty  as  "the  whole  income 
(after  deducting  expenses  of  production)  which  can 
be  demanded  for  purposes  of  taxation  with  due 
regard  for  the  preservation  of  the  standard  of  life."^ 
This  standard  of  life,  says  von  Scheel,  must  be  looked 
at  from  the  socio-political  point  of  view.  In  order 
to  enable  the  lower  classes  to  preserve  this  standard, 
taxation  must  be  progressive,  for  the  lower  down 
we  go  in  the  social  scale,  the  smaller  will  be  the 
proportion  of  income  to  standard  of  life.  It  is  the 
function  of  the  state  to  preserve  the  balance  between 
the  classes.- 

The  socio-political  argument  of  Wagner  and  von 
Scheel  has  already  been  criticised  and  discarded. ^ 
We  may  therefore  pass  it  over  in  this  place. 

Gustav  Cohn's  recent  v/ork  on  the  science  of 
finance  also  advocates  progressive  taxation,^  but  as 
it  does  not  add  anything  at  all  to  Neumann's  views 
it  also  may  be  passed  over. 

The  Austrian  economist,  Meyer,  defines  faculty 
very  vaguely  as  the   '-'whole  of  the  economic  condi- 

^  "Pas  Mass  der  Steuerkraft  des  Staatsbiirgers  ist  sein  gesammtes 
nach  Abzug  der  sachlichen  Produktionsauslagen  fiir  seinen 
Haushalt  disponibles  Einkommen,  welches  unter  Beriicksich- 
tigung  und  Wahrung  seiner  Lebenshaltung  fiir  die  Steuer  in 
Anspruch  genommen  werden  kann."  v.  Scheel,  "Die  progressive 
Besteuerung."  In  Tiibinger  Zeitschrift  fur  die  gesammte  Staatswis- 
senschaft,  vol.  31  (1875),  284. 

-Ibid.,  288,  292-296. 

2  Above,  pp.  67-71. 

*Cohn,  "  Finanzwissenschaft  "  (1889),  §  212. 
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tions  which  make  it  possible  or  easy  for  the  indi- 
vidual to  get  together  the  tax."^  That  is  to  say,  we 
must  regard  not  alone  his  property  and  income,  l)ut 
the  various  modes  in  which  he  acquires  the  income 
and  the  calls  upon  him  for  consumption,  or  his 
necessary  expenses.  But  as  soon  as  we  have  regard 
to  his  wants,  we  are  dealing  with  the  idea  of  sacri- 
fice. The  principle  of  faculty  receives  its  real 
interpretation  only  through  the  principle  of  equal 
sacrifice.  But,  asks  Meyer,  what  does  the  principle 
of  equal  sacrifice  mean  ?     Sacrifice  of  what  ? 

The  common  argument  that  a  proportional  tax 
causes  a  smaller  sacrifice  in  the  case  of  large  than 
of  small  income,  because  it  takes  away  the  means  of 
enjoyment  only  from  the  less  urgent  wants,  proves 
too  much.  For  the  same  thing  is  true  of  every 
progressive  tax.  It  is  a  necessary  consequence  of 
the  diff^erences  in  the  satisfaction  of  wants.  If  we 
attempted  to  arrange  taxes  so  that  they  would 
always  take  away  the  means  of  satisfying  equally 
pressing  wants,  it  would  be  necessary  to  take  from 
the  larger  income  the  whole  difference  between  it 
and  the  smaller  income.  And  this,  of  course,  is 
absurd.  It  would  be  communism,  not  justice.^  In 
the  same  way  Neumann's  theory  does  not  seem  to 
Meyer  convincing.  It  leads  logically  only  to  the 
clear-income  theory,  or  the  exemption  of  a  certain 
minimum  with  proportional  taxation  thereafter.* 

^"Die  Gesammtheit  der  wirthschaftlichen  Momente,  welche 
der  Wirthschaft  die  Aufbringung  der  Steuer  ermoglichen  oder 
erleichtern."  R.  Meyer,  "Die  Principien  der  gerecliten  Besteuer- 
ung"  (1883),  311. 

-Ibid.,  331. 

^This  objection,  as  Cohen-Stuart,  "Bijdrage,"  etc.,  119,  points 
out,  is  not  strictly  true. 
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Meyer  seeks  to  avoid  these  objections  by  declaring 
that  the  sacrifice  in  question  consists  not  "  in  the 
intensity  of  the  wants  which  remain  unsatisfied  in 
consequence  of  the  tax,  but  in  the  measure  in  which 
the  tax  increases  the  average  intensity  of  the  last 
wants  actually  satisfied.'"  He  confesses  that  even 
this  interpretation  of  equal  sacrifice  cannot  serve  as 
more  than  a  probable  proof  of  the  necessity  of  pro- 
gressive taxation.  In  the  case  of  a  low  rate  of  tax, 
it  is  hard  to  say  whether  the  sacrifices  are  equal  or 
not.  But  when  we  take  high  rates,  the  decision  does 
not  seem  to  him  doubtful.  In  the  case  of  a  tax 
amounting  to  one-half  or  one-third  of  the  income,  a 
man  who  is  reduced  from  $1,200  income  to  $600  or 
$800  must  beyond  all  question  curtail  his  wants  far 
more  than  he  who  is  reduced  from  $2,400  to  $1,200 
or  $1,600.  And  inasmuch  as  it  is  legitimate  to  con- 
clude that  the  effect  of  a  smaller  reduction  of  income 
will  remain  relatively  the  same,  it  may  be  asserted 
that  the  principle  of  equality  of  sacrifice  connotes 
progressive  taxation. - 

This  theory  of  Meyer  has  been  discussed  in  the 
body  of  this  chapter.^  We  have  seen  that  it  rests 
on  a  misconception,  and  that  it  does  not  really  alter 
the  accepted  theory  at  all. 

We  come  finally  to  the  Dutch  economists  who 
have  worked  out  the  principle  of  progressive  taxa- 

^"  Von  dem  hier  vertretenen  Standpunkte  aus  werden  nun  zwar 
die  eben  bekiimpften  Begnindungen  vermeiden,  indem  wir  das 
Opfer  nicht  in  der  Intensitiit  der  in  Folge  der  Steuer  unbefriedigt 
bleibenden  Bediirfnisse,  sondern  in  dem  Masse  erblicken,  in 
welchem  die  durchschnittliche  Intensitat  der  letzten  zur  Befriedig- 
ung  gelangenden  Bediirfnisse  in  Folge  der  Steuer  erhoht  -wiid." 
/Wd.,332. 

^lUd.,  333. 

'Above,  p.  135. 
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tion  through  the  application  of  the  final-utility 
theory  to  the  doctrine  of  equal  sacrifice.  The  most 
prominent  have  been  Pierson,  Treub,  van  der  Linden 
and  Bok.^  But  their  arguments  are  about  all  the 
same,  and  have  already  been  summed  up.-  Above 
all  their  chief  theories  have  been  supplanted  by  a 
more  recent  work,  that  of  Cohen-Stuart,  which 
deserves  a  fuller  treatment. 

Cohen-Stuart  begins  with  defining  equality  of 
sacrifice.  Looked  at  from  the  subjective  point  of 
view,  there  are  four  consequences  of  a  tax;  (1)  the 
sacrifice  of  the  money  taken;  (2)  the  sacrifice  of  enjoy- 
ments which  this  money  might  have  procured ;  (3)  the 
sacrifice  of  the  proportion  which  this  amount  of 
enjoyment  bears  to  the  total  enjoyments  at  the  dis- 
posal of  the  taxpayer — which  he  calls,  for  short,  the 
sacrifice;  (4)  the  moral  effect  produced,  or  the  pain. 
With  the  latter  economics  has  nothing  to  do.  Now, 
equality  of  money  sacrifice  means  that  precisely  the 
same  sum  be  taken  from  every  one;  equality  of 
sacrifice  of  enjoyments  means  that  all  shall  be 
deprived  of  equal  enjoyments;  equality  of  sacrifice 
means  that  everybody  is  to  pay  so  much  that  the 
total  enjoyment  of  each  shall  be  diminished  in  relative 

^The  chief  passages  may  be  found  in: 

N.  G.  Pierson,  "Grondbeginselen  der  Staathuishoudkunde,"  2nd 
ed.  (1886),  312.     Also  an  article  in  Oids,  February,  1888,  esp.  308. 

M.  W.  F.  Treub,  "Ontwikkeling  en  verband  van  de  Rijks-  Pro- 
vinciale- en  Gemeente-belastingen  in  Nederland"  (1885),  517. 

Cort  van  der  Linden,  "De  theorie  der  belastingen"  (1887),  89-100. 

W.  P.  J.  Bok,  "  De  belastingen  in  het  Nederlandsche  Parlement 
van  1848-1888"  (1888),  177-178. 

Two  minor  works  are  an  article  by  A.  W.  Mees,  "  De  progressieve 
inkomstenbelasting,"  in  the  (Dutch)  Economist,  1889,  437;  and  Min- 
derhoud  te  Sneek,  "  Bijdrage  tot  de  kennis  der  inkomstenbelas- 
ting."      Vrageii  van  den-  Dag,  vol   iv  (1889),  no.  5. 

-Above,  p.  138. 
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proportion.  That  is,  equality  of  sacrifice  means 
"proportional  sacrifice  of  enjoyments."^  Cohen-Stu- 
art takes  a  long  time  to  explain  this,  but  as  we  know 
it  is  nothing  new,  being  precisely  what  Mill  expressed 
in  other  words. 

Cohen-Stuart  then  discusses  the  idea  of  faculty, 
(draagvermogen)  and  accepts  von  Scheel's  definition. 
Faculty  necessarily  implies  exemption  of  the  mini- 
mum of  subsistence;  and  since  faculty  is  conditioned 
by  equality  of  sacrifice,  the  demand  of  just  taxation 
reads  as  follows:  To  tax  the  individual  so  that,  above 
all,  the  amount  of  enjoyments  of  which  he  is  deprived 
through  the  tax  may  be  proportional  to  the  total 
amount  of  enjoyments  attainable  through  his  econo- 
mic condition,  deducting  that  part  which  consists  in 
the  satisfaction  of  his  absolutely  necessary  wants." 

This  problem,  he  thinks,  can  be  solved  only  by 
mathematics,  since  the  relation  between  enjoyment 
and  income  is  really  a  mathematical  relation.  Adopt- 
ing the  nomenclature  of  his  Dutch  predecessors  and 
Jevons,  he  shows  how  the  final  utility  of  any  com- 
modity or  of  any  quantity  of  income  varies  in  some 
inverse    ratio   to    the    whole    quantity.     The    curve 

^A.  J.  Cohen-Stuart,  "  Bijdrage  tot  de  Theorie  der  Progressieve 
Inkomstenbelasting,"  33:  "Gelijk  geldsoffer  zoude  dus  verkregen 
worden,  door  ieder  een  gelijke  som  te  laten  opbrengen;  gelijk  ge- 
notsoffer,  door  ieder  zooveel  te  laten  opbrengen,  dat alien  een  geiijke 
hoeveelheid  genot  derven;  gelijk  offer  eindilijk,  door  ieder  zooveel 
te  laten  betalen,  dat  het  totale  genot  voor  alien  in  dezelfde  ver- 
houding,  evenredig  dus,  verminderd  wordt,  door  m.  a.  w.  te  vergen 
een  evenredige  Tioevellieid  qenot.^^ 

2"De  belastingschuldigen  zoodanig  te  belasten,  dat  voor  alien  de 
hoevelheid  genot  die  zij  door  het  betalen  der  belasting  nioeten  der- 
ven, aan  de  totale  hoevelheid,  direct  tengevolge  van  hun  econom- 
ischen  toestand,  verkrijgbaar  genot,  met  uitzondering  van  dat, 
hetwelk  in  de  vervulling  der  behoeften  van  nooddruft  bestaat, 
evenredig  zij."     Ibtd.,  58. 
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which  expresses  this  change  he  terms  the  line  of 
utility  {nnttigheidslijn.)  He  takes  for  granted  that 
the  line  of  utility  will  gradually  fall,  but  then  pro- 
ceeds to  discuss  the  question  whether  this  necessarily 
leads  to  progressive  taxation. 

We  have  already  seen  the  acutely  constructed 
tables^  by  which  he  proves  that  the  arguments  hith- 
erto used  may  be  turned  into  a  defence  of  propor- 
tional or  regressive,  as  well  as  of  progressive  taxa- 
tion, and  that  progressive  taxation  cannot  be  declared 
to  be  a  necessary  result  of  the  fall  in  the  line  of 
utility,  in  order  to  secure  equality  of  sacrifice.-  He 
then  goes  on  with  his  attempt  to  show  how  a  definite 
rate  of  progression  may  be  logically  and  mathemat- 
ically constructed,  and  how  progressive  taxation  may 
be  rescued  from  the  charge  of  arbitrariness.  This 
constitutes  the  really  constructive  part  of  the  work. 
He  starts  with  the  hypothesis  which  was  already 
made  by  Bernouilli,  the  Russian  mathematician,  in 
1730,  that  the  final  utility  of  a  definite  part  of 
income  varies  in  inverse  proportion  to  the  total 
income;  or  in  other  words  that  the  same  percentage 
of  income  affords  everyone  an  equal  satisfaction,  i.  e., 
that  the  owner  of  $1,000  will  feel  the  loss  of  $1  just 
as  little  or  as  much  as  the  owner  of  $10,000  will  feel 
the  loss  of  $10,  or  the  owner  of  $50,000  the  loss  of 
$50.  This  would  of  course  mean  proportional  taxa- 
tion. But  if  we  deduct  a  certain  minimum  of  sub- 
sistence (which  Cohen-Stuart  thinks  an  absolutely 
necessary    condition    in    ascertaining    real    taxable 

^Above  p.  141.     Cf.  the  review  of  Cohen-Stuart's  book  iu  Political 
Science  Quarterly,  vol.  vii  (1892),  337. 
2 A.  J.  Cohen-Stuart,  op.  ciL,  12?,. 
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ability),  we  would  have  the  following  scale  of  rates 
of  taxation  worked  out  by  him  in  detail:^ 

Minimum  exempt,  $250.  Minimum  exempt,  $500. 

Ratio  of  final  to      Ratio,  etc..  Ratio,  etc.,       Ratio,  etc.. 

Income.            total  ability          2  per  cent.  1  per  cent.         2  per  cent. 
1  per  cent. 

$500 0.69  1.38  0.00  0.00 

1,000 1.38  2.73  0.69  1.38 

2,000 2.0G  4.07  1.38  2.73 

5,000 2.95  5.82  2.28  4.50 

10,000 3.62  7.11  2.95  5.82 

20,000 4.29  8.39  3.62  7.11 

50,000 5.16  10.05  4.50  8.80 

100,000 5.82  11.30  5.16  10.05 

200,000 6.47  12.51  5.82  11.30 

500,000 7.32  14.10  6.67  12.90 

1,000,000 7.96  15.28  7.33  14.10 

Cohen-Stuart  then  proceeds  on  the  supposition  that 
the  actual  line  of  utility  differs  from  his  hypothetical 
line.  Taking  the  figures  of  the  last  line,  and  assum- 
ing that  the  actual  line  curves  either  more  or  less 
than  this  hypothetical  line,  he  constructs  the  follow- 
ing three  tables  according  as  the  final  utility  varies 
inversely  as  the  cube  root  of  the  square  or  of  the 
fourth  power  of  the  income.  The  truth,  he  thinks, 
certainly  lies  between  these  extremes  : 

TAXES  WHICH  ARE  TO  PRODUCE  EQUALITY  OF  SACRIFICE. 

According  to  the    According  to  the    According-  to  the 
Income.  lineof  thegreater    hypotheticalline.    line  of  less  curve. 

curve. 

$500 $10  $10  $10 

1,000 25  20  16 

2,000 64  40  25 

5,000 220  100  46 

10,000 555  200  74 

20,000 1,400  400  117 

50,000 3,500  1,400  293 

100,000 7,000  2,000  585 

500,000 35,000  10,000  2,925 

1,000,000 70,000  20,000  5,850 

^A.  J.  Cohen-Stuart,  "Bijdrage  tot  de  Theorie  der  Progressieve 
Inkomstenbelasting,"  132. 
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It  might  appear  that  with  these  great  differences 
in  the  figures  the  rate  of  progression  of  the  tax 
would  be  very  different.  But  this  is  not  the  case. 
In  order  to  make  a  comparison  he  assumes  that  an 
income  of  $5,000  pays  in  each  case  a  tax  of  four  and 
a  half  per  cent,  with  $500  exempted  as  minimum  for 
subsistence.     The  result  would  then  be  as  follows: 

According  to  the       According  to  According?  to  the 

Income  line  of  greater  the  original  line    of    less 

curve.  line.  curve. 

$500 0.00  0.00  0.00 

1,000 1.04  1.38  1.75 

2,000 2.30  2.73  3.13 

5,000 4.50  4.50  4.50 

10,000 6.57  5.82  5.29 

20,000 9.11  7.11  5.92 

50,000 10.33  8.80  8.27 

100,000 11.19  10.05  10.06 

200,000 12.01  11.30  11.82 

500,000 13.08  12.90  14.09 

1,000,000 13.88  14.10  15.76 

We  see  what  a  striking  similarity  in  the  percent- 
ages results,  notwithstanding  the  great  differences 
in  the  taxes  paid.  And  since  he  has  chosen  two 
extremes,  Cohen-Stuart  thinks  that  he  is  justified  in 
asserting  that  the  mean  (from  which  the  extremes 
vary  so  little)  is  approximately  the  correct  scale  of 
progressive  taxation. 

In  other  words,  the  conclusion  is  that  when  we 
neglect  the  minimum  of  subsistence,  the  theory  of 
equality  of  sacrifice  must  result  in  a  progressive 
scale  which  does  not  greatly  vary  from  the  original 
hypothetical  scale,  as  long  as  we  do  not  get  into  the 
very  large  incomes.  In  the  case  of  very  large 
incomes  the  rate  of  progression  tends  to  decrease 
until  the  progression  turns  into  proportion.  Thus, 
the  general   rule  may  be  laid   down:     Arithmetical 
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increase  of  the  rate  with  geometrical  increase  of  the 
income  up  to  a  definite  point  when  progression  is 
replaced  by  proportion.' 

The  investigations  of  Cohen-Stuart  are  acute  and 
suggestive,  but  it  cannot  be  said  that  he  proves  his 
point,  or  that  he  is  able  to  lay  down  an  approximately 
exact  necessary  scale  of  progression.  His  original 
table  is  confessedly'  only  a  hypothetical  arbitrary 
one;  and  it  is  hard  to  see  how  three  hypothetical 
scales  can  prove  the  existence  of  one  real  scale.  All 
three  may  be  perfectly  justifiable  or  absolutely  un- 
justifiable in  themselves;  but  the  mere  fact  that  they 
approximately  agree  does  not  in  the  least  prove  that 
any  of  them  is  correct.  They  may  all  be  wrong. 
We  do  not  know  whether  the  final  utility  is  inversely 
proportional  to  the  income,  or  to  the  cube  root  of  the 
square,  or  to  the  cube  root  of  the  fourth  power,  or  of 
any  power  of  the  income.  One  table  is  as  good  as 
another,  but  each  is  equally  incapable  of  proof.  Cohen- 
Stuart's  tables  depend  not  only  on  the  arbitrary 
assumption  of  a  definite  ratio  of  final  utilities,  but 
also  on  the  equally  arbitrary  assumption  of  a  definite 
minimum  of  subsistence.  As  soon  as  we  exempt  a 
different  minimum,  or  do  not  exempt  any  minimum 
at  all,  the  scale  is  altogether  changed.  To  measure 
the  amount  of  sacrifice  in  such  a  manner  as  to  pro- 
duce a  mathematical  equality  of  rate  is  absolutely 
impossible.  Mathematics  cannot  help  us  here,  because 
the  very  first  conditions  fail  us — the  power  to  gauge 
with  precision  the  mathematical  relation  of  the  final 
utilities.      Psychological  relations  cannot  be  reduced 

^"  Aritbmetische  klimming  van  het  percentage  bij  geometrische 
klimming  van  het  inkomen,  zoolandg  men  mit  in  zeer  hooge  per- 
centages komt."    7W(7.,  168. 
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to  exact  quantitative  forms.  And  thus  Cohen-Stuart's 
laborious  investigations  do  not  succeed  in  creating 
anything  more  positive  than  did  those  of  his  prede- 
cessors.^ 

'The  very  recent  essay  of  the  Italian  Graziani,  "  La  Ragione  pro- 
gressiva del  Sistema  Trilmtario  in  rapporto  al  Principio  del  Grado 
Finale  d'Utilita"  (in  Oiornale  degli  Econotnisii,  Serie  Seconda, 
Anno  ii  (,1891),  15()),  follows  tlie  work  of  Co^ien-Stuart,  and  accepts  his 
conclusions,  without  recognizirg  the  inherent  weakness  of  the  argu- 
ment. On  the  other  hand,  the  recent  work  of  the  Spanish  econo- 
mist Piernas-Hurtado,  "Tratado  de  Hacienda  Publica"  (1891),  con- 
fesses that  no  exact  or  mathematical  relation  can  be  established. 
But  the  author  nevertheless  posits  the  principle  of  "  liquid  assets," 
haheres  liquidos,  as  the  basis  of  taxation,  meaning  by  this  a  deter- 
mination of  the  individual  economic  situation,  as  gauged  by  the 
necessary  expe^es.  This,  he  thinks,  means  neither  proportional 
nor  progressive  taxation,  hut  an  adjustment  to  each  individual  case. 
Cf.  vol.  i,  302,  312.  This  is  obviously  too  vague  to  be  made  the  basis 
of  a  scientific  discussion. 


CHAPTER    IV. 

CONCLUSION. 

We  have  thus  far  learned  the  chief  arguments 
urged  for  and  against  progressive  taxation.  We  have 
seen  the  inadequacy  of  the  socialistic  and  compensa- 
tory theories  in  favor  of,  and  the  weakness  of  the 
benefit  theory  in  opposition  to,  the  doctrine  of  pro- 
gression. And  we  have  analyzed  more  closely  the 
equal-sacrifice  doctrine  and  found  that  it  is  unable  to 
serve  as  the  basis  of  a  definite  and  infallible  scale  of 
progression.  Are  we  then  to  abandon  progressive 
taxation  in  theory?  It  seems  to  me  not,  and  for  a 
convincing  reason.  We  must  revert  to  the  funda- 
mental conception  of  faculty  or  ability,  which  is 
after  all  the  best  standard  we  have  of  the  measure 
of  general  obligation  to  pay  taxes.  What  does  the 
faculty  theory  in  its  wisest  interpretation  teach  us 
in  the  matter  ? 

President  Walker's  definition  of  faculty  is  well 
known. ^  Faculty,  says  he,  is  ''the  native  or  acquired 
power  of  production."  But  if  we  analyze  faculty 
more  closely,  in  the  sense  in  which  we  instinctively 
use  the  word  in  tax  matters,  we  see  that  it  means 
something  more  than  that.  It  not  only  implies  native 
or  acquired  power  of  production,  but  includes  at  least 
also  the  opportunity  of  putting  these  powers  to  use, 
the  manner  in  which  the  powers  are  actually  employed 

'F.  A.  AValker,  "The  Bases  of  Taxation."  Political  Science 
quarterly,  iii  (1888),  14. 
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and  the  results  of  their  use  as  measured  by  per- 
iodical or  permanent  accretion  to  the  producer's 
possessions.  We  have  seen  how  the  original  idea 
was  that  represented  by  President  Walker,  but  how 
this  was  soon  supplanted  by  the  more  real  and 
practicable  tests,  first  of  property  (or  permanent 
accretion),  then  of  income  (or  periodical  accre- 
tion). But,  furthermore,  faculty  connotes  an  addi- 
tional conception.  It  means  not  only  powers  of 
production  or  results  of  powers  of  production,  but 
also  the  capacity  to  make  use  of  these  powers  or 
these  results — the  capacity  in  other  words  of  enjoying 
the  results  of  the  exertions.  It  is  this  latter  concep- 
tion which  has  been  developed  by  recent  writers, 
although  they  have  carried  it  to  an  extreme  just 
as  one-sided  as  that  represented  by  the  advocates  of 
the  earlier  theories.  The  elements  of  faculty,  then, 
are  two-fold — those  connected  with  acquisition  or 
production,  and  those  connected  with  outlay  or  con- 
sumption. What  is  the  application  to  the  matter  in 
hand? 

If  we  regard  only  the  first  set  of  elements,  it  is  evi- 
dent that  the  possession  of  large  fortunes  or  large 
incomes  in  itself  affords  the  possessor  a  decided 
advantage  in  augmenting  his  possessions.  The  facility 
of  increasing  production  often  grows  in  more  than 
arithmetical  proportion.  A  rich  man  may  be  said  to 
be  subject  in  some  sense  to  the  law  of  increasing 
returns.  The  more  he  has,  the  easier  it  is  for  him  to 
acquire  still  more.  The  initial  disadvantages  have 
been  overcome.  This  was  pointed  out  already  by 
Adam  Smith  when  he  said.  "A  great  stock,  though 
with  small  profits,  generally  increases  faster  than  a 
small  stock  with  great  profits.    Money,  says  the  pro- 
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verb,  makes  money.  When  you  have  got  a  Uttle,  it 
is  often  easy  to  get  more.  The  great  difficulty  is  to 
get  that  little.'"^  While  the  native  power  of  produc- 
tion remains  as  before,  this  "acquired  power*'  has 
greatly  augmented.  Hence,  from  this  point  of  view 
faculty  may  be  said  to  increase  faster  than  fortune  or 
income.  And  this  element  of  taxable  capacity  would 
not  illogically  result  in  a  more  than  proportional  rate 
of  taxation. 

On  the  other  hand,  the  elements  of  faculty  which 
are  connected  with  outlay  or  consumption,  bring  us 
right  back  again  to  the  sacrifice  theory.  While  the 
idea  of  faculty  includes  that  of  sacrifice,  the  two 
ideas  are  not  coextensive.  Faculty  is  the  larger, 
sacrifice  the  smaller  conception.  Faculty  includes 
two  sets  of  considerations,  sacrifice  only  one.  Now, 
while  the  sacrifice  theory  in  itself,  as  we  have  seen, 
is  not  sufficient  to  make  us  demand  any  fixed  scale 
of  progression,  its  influence  in  the  other  direction  is 
certainly  not  strong  enough  to  countervail  the  pro- 
ductive elements  of  faculty,  which  seem  to  imply 
progressive  taxation.  In  fact,  we  may  go  further 
and  say  that  the  sacrifice  theory,  or  consumption 
element  in  faculty,  can  certainly  not  be  used  as  an 
argument  necessarily  leading  to  proportional  taxation. 
If  it  does  not  lead  necessarily  to  any  definite  scale  of 
progression,  much  less  can  it  lead  necessarily  to  a 
fixed  proportional  taxation.  But  if  we  never  can 
reach  an  ideal,  there  is  no  good  reason  why  we  should 
not  strive  to  get  as  close  to  it  as  possible.  Equality 
of  sacrifice,  indeed,  we  can  never  attain  absolutely  or 
exactly,  because  of  the  diversity  of  individual  wants 
and  desires;  but  it  is  nevertheless  most  probable  that 

1"  Wealth  of  Nations,"  book  i,  chap.  9. 
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in  the  majority  of  normal  and  typical  cases,  we  shall 
be  getting  closer  to  the  desired  equality  by  some 
departure  from  proportional  taxation.  In  certain 
individual  cases  even  regressive  taxation  might 
accomplish  the  result  best,  in  other  individual  cases 
proportional  taxation  would  be  the  most  serviceable. 
But  if  we  take  a  general  view,  and  treat  of  the  aver- 
age man — and  the  state  can  deal  only  with  classes, 
that  is,  with  average  men — it  seems  probable  that 
on  the  whole  less  injustice  will  be  done  by  adopting 
some  form  of  progression  than  by  accepting  the  uni- 
versal rule  of  proportion.  A  strictly  proportional 
rate  will  make  no  allowance  for  the  exemption  of  the 
minimum  of  subsistence.  It  will  be  a  heavier  burden 
on  the  typical  average  poor  man  than  on  the  typical 
average  rich  man.  It  will  be  apt  to  be  relatively 
more  severely  felt  by  the  average  man  who  has  only 
a  small  surplus  above  socially  necessary  expenses, 
than  by  the  average  man  who  has  a  proportionally 
larger  surplus.  It  will  in  short  be  apt  in  normal  cases 
to  disproportionately  curtail  the  enjoyments  of  dif- 
ferent social  classes. 

Hence,  if  we  base  our  doctrine  of  the  equities  of 
taxation  on  the  theory  of  faculty,  both  the  produc- 
tion and  the  consumption  sides  of  the  theory  seem 
to  point  to  progressive  taxation  as  at  all  events 
neither  more  illogical  nor  more  unjust  than  propor- 
tional taxation.  It  may,  indeed,  frankly  be  con- 
ceded that  the  theory  of  faculty  cannot  point  out 
any  definite  rate  of  progression  as  the  ideally  just 
rate.  In  so  far  there  seems  to  be  some  truth  in 
Mill's  contention  that  progressive  taxation  cannot 
give  that  '' degree  of  certainty"  on  which  a  legis- 
lator should  act ;  as  well  as  in  McCulloch's  assertion 
13 
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that  when  we  abandon  proportion  we  "are  at  sea 
without  rudder  or  compass."  It  is  true  that  propor- 
tion is  in  one  sense  certain,  and  progression  is 
uncertain.  But  their  argument  proves  too  much. 
An  uncertain  rate,  if  it  be  in  the  general  direc- 
tion of  justice,  may  nevertheless  be  preferable 
to  a  rate  which,  like  that  of  proportion,  may  be 
more  certain  without  being  so  equitable.  Half  a 
loaf  is  better  than  no  bread.  Stability  is  assuredly 
a  good  thing.  But  it  is  highly  questionable 
whether  a  stability  which  is  necessarily  unjust 
is  preferable  to  an  instability  that  works  in  the 
general  direction  of  what  is  recognized  as  justice. 
All  governmental  actions  which  have  to  do  with 
money  relations  of  classes  are  necessarily  more 
or  less  arbitrary.  The  fines  imposed  by  the  courts, 
the  fixing  of  the  rates  of  import  duties  or  excise 
taxes  are  always,  to  a  certain  extent,  inexact. 
And  in  truth,  a  strict  proportional  tax,  if  we  accept 
the  point  of  view  mentioned  above,  is  really  more 
arbitrary  as  over  against  the  individual  taxpayers, 
than  a  moderately  progressive  tax.  The  ostensible 
"certainty"  involves  a  really  greater  arbitrariness. 
So,  also,  the  other  arguments  often  advanced 
against  progression  seem  to  be  in  some  measure 
destitute  of  foundation.^  The  common  objection 
that  progression  is  confiscation  because  it  must  finally 
end  by  swallowing  up  the  whole  capital  may  be 
completely  obviated,  as  we  have  seen,  by  making 
the  rate  of  progression  itself  degressive  ;  so  that  it 
would  become  impossible  to  reach  one  hundred  per 
cent  or  any  like  percentage  of  large  fortunes. 

'The    objections    commonly    urged    are    well    summed    up    in 
Bastable,  "  Public  Finance,"  285-289. 
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The  objection  that  it  is  a  fine  put  on  industry  and 
saving  is  really  not  applicable  to  progressive  taxation 
as  such,  but  rather  to  the  whole  system  of  taxation 
on  property  or  income.  The  logical  conclusion  from 
this  would  be  the  demand  for  taxation  only  on 
expense;  and  even  that  would  be  to  a  certain  extent 
a  tax  on  industry.  But  it  is  hard  to  see  why 
industry  and  saving  should  not  be  taxed,  if  it 
increases  our  capacity  to  pay  taxes;  and  it  is  still 
harder  to  see  how  we  can  avoid  taxing  industry. 
Furthermore,  it  is  a  mistake  to  assume  that  larger 
fortunes  are  always  the  result  of  individual  saving. 
The  argument,  in  short,  is  not  an  argument  against 
progression,  but  against  taxation  in  general.  If  a 
moderately  progressive  tax  is  really  more  equitable 
than  a  strictly  proportional  tax,  progression  will  be 
less  of  a  fine  on  thrift  and  industry  than  proportion 
would  be. 

Finally,  the  argument  that  progressive  taxes  are 
not  productive  of  revenue  is  not  of  great  weight. 
The  contention  has  never  been  urged  that  progres- 
sive taxes  yield  less  than  proportional  taxes,  but 
simply  that  they  do  not  yield  more.  Now,  as  it  has 
already  been  pointed  out  in  a  previous  chapter,  the 
function  of  progressive  taxation  is  not  so  much  to 
obtain  increased  revenues  as  to  apportion  the  burden 
more  equally  among  the  taxpayers.  If  it  is  conceded 
that  the  progressive  tax  is  more  equitable  than  the 
proportional  tax  it  is  utterly  immaterial  whether  it 
yields  more  revenue  or  not. 

It  is  possible,  therefore,  to  draw  only  this  very 
vague  conclusion  as  to  the  general  legitimacy  of  the 
principle    of    progressive    taxation.     The    practical 
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application  of  the  principle  depends  on   a  series  of 
important  considerations. 

In  the  first  place  we  are  confronted  by  the  ques- 
tion of  incidence.  If  the  theory  of  general  diffu- 
sion of  taxation  be  true,  then  it  makes  no  difference 
whether  we  levy  a  proportional  or  prog-ressive  tax. 
For,  since  the  tax  would  ultimately  be  shifted  to 
the  consumer,  the  taxpayer  would  not  be  injured, 
while  the  consumer  would  bear  the  tax  only  in 
proportion  to  what  he  consumed.  It  is  a  singular 
fact  that  this  illogical  procedure  of  the  advocates 
of  the  diffusion  theory  has  always  been  overlooked. 
For  the  most  heated  opponents  of  progressive  tax- 
ation have  been,  like  Thiers,  advocates  of  the  dif- 
fusion theory  of  taxation,  without  perceiving  the 
absurdity  of  their  position.  The  diffusion  theory 
of  taxation,  however,  we  know  to  be  entirely 
unsound.^  Nevertheless,  in  so  far  as  taxes  really 
are  shifted  at  all  from  the  taxpayer,  the  problem 
of  progression  loses  its  importance.  For  if  taxes 
are  actually  shifted,  the  rate  in  the  first  instance  is 
of  no  essential  consequence.  It  is  only  in  so  far 
as  we  assume  that  so-called  direct  taxes  remain 
where  they  are  put,  that  the  considerations  of 
faculty  or  ability  are  of  any  weight.  How  far  this 
assumption  is  true  has  been  investigated  in  another 
place.  For  the  purpose  of  the  theoretical  discussion 
it  may  be  taken  for  granted  that  the  problem  of 
progression  versus  proportion  must  be  treated  on  the 
hypothesis  that  the  assumption  is  true.  But  when 
we  come  to  construct  a  progressive  rate  in  practice, 

^ See  my  monograph  "On  the  Shifting  and  Incidence  of  Taxa- 
tion." Publications  of  the  American  Economic  Association,  vol.  vii, 
nos.  2  and  3 


Tlteor II  of  Progressive,  T(i.ni(io)i:    Conclusion.         197 

we  must  be  careful  to  ascertain  how  far  the  assump- 
tion conforms  to  reality.  A  progressive  rate  of 
taxation  w^hich  does  not  reach  individual  faculty  at 
all  is  as  unnecessary  as  it  is  illogical. 

Secondly,  the  defence  of  progression  rests  on  the 
theory  that  it  is  applicable  to  general  taxation, 
taken  as  a  whole.  It  rests  on  the  assumption  that 
taxes  are  paid  out  of  revenue,  and  that  the  whole 
system  is  framed  with  this  end  in  view.  But  it  is 
obviously  an  immensely  difficult  task  to  shape  a 
whole  system  of  taxation  so  that  the  average  gen- 
eral rate  will  be  a  moderately  progressive  one. 
Actual  systems  of  taxation  are  of  the  most  varied 
kinds.  In  some  taxes  it  is  inipracticable  to  intro- 
duce a  progressive  scale,  as  they  are  by  their  very 
nature  proportional,  so,  e.  g.,  tithes  or  poll  taxes, — 
for  a  graduated  poll  tax  is  really  not  a  poll  tax 
at  all  but  a  class  tax.  In  other  cases  the  taxes  in 
actual  life  are  even  regressive,  as,  e.  g.,  many  of  the 
indirect  taxes.  It  would  be  impossible  thoroughly  to 
carry  out  the  principle  of  general  progression  unless 
we  had  a  single  universal  income  tax,  or  a  single 
property  tax.  But  no  scientific  writer  to-day  favors 
a  single  income  tax,  or  a  single  property  tax,  or  for 
that  matter  a  single  tax  of  any  kind.  Thus  in  ad- 
vocating the  system  of  progression  we  must  have 
regard  to  the  facts  of  the  individual  case,  and  to 
the  genera]  sentiment  of  the  community.  In  the 
Unit(>d  States,  for  instance,  the  general  property 
tax  in  its  practical  operation  is  largely  regressive, 
especially  in  so  far  as  personalty  is  concerned. 
The  tax  reformers,  as  we  shall  see,  have  quite 
enough  to  occupy  their  attention  in  trying  to  make 
the  rate  really  proportional,  before  bothering  them- 
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selves  with  the  more  ideal  stage  of  progression.    But 
it  is  all  the  more  worthy  of  consideration  whether 
other  taxes  may  not  properly  be  levied  according 
to  the  progressive  principle.     It  is  more  than  likely 
that  a  number  of  moderate  progressive  taxes  would 
after  all  still  simply  result  in  securing  an  average 
proportional  rate  for  the  whole   system  of  taxation. 
And  we  have  seen^  that  some  defenders  of  proportion 
in  theory  admit  the  legitimacy  of    certain  progres- 
sive taxes  as  a  compensation  for  other  really  regres- 
sive taxes.     In  practice,   then,   we   may  frequently 
demand  progressive  taxes  without  being  at  all  so  ex- 
treme or  so  '-communistic"  as  many  persons  believe. 
Thirdly,  the  defence   of  progressive  taxation  rests 
on  the  assumption  of  faculty  as  the  basis  of  taxa- 
tion.    Now  while  this  is  true  of  taxation  as  a  whole, 
for  general  state  purposes,  it  is  questionable  whether 
the  principle  of  benefits  is  not  of  some   weight  in 
problems  of  purely  local  and  municipal  finance.     A 
discussion  of  the  contest  between  these  two  princi- 
ples and  the  limits  of  their  relative  applicability  to 
different  phases  of  public    revenues  would   take  us 
too  far  astray  here.     But  it  may  be   said  that  it  is 
coming  more  and  more  to  be  recognized  that  within 
the  domain  of  the  taxing  power  the  principle  of  bene- 
fits should   be  followed  to  some  extent  in  strictly 
local  finance.-     If  this  is  true,  the  principle  of  pro- 
gression will  be  of  rather  more  limited  application 
to  some  of  the  charges  employed  for  the  support  of 
local  government;  for  the  theory  of  benefits,  as  we 

^  Above,  p.  76. 

-For  a  discussion  of  these  points  see  my  article  on  "  The  Classifi- 
cation of  Public  Revenues."  Quarterly  Journal  of  Economics,  vol. 
vii,  p.  311  et  seq. 
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have  seen,  leads  logically  to  proportion,  not  to  pro- 
gression. Thus  the  practical  sphere  of  the  applica- 
bility of  the  progressive  principle  would  be  even 
more  circumscribed. 

Finally,  it  must  not  be  overlooked  that  high  rates 
of  progression  may  engender  or  augment  attempts 
at  fraud  and  evasion.  That  this  is  possible  cannot 
be  denied.  But,  as  has  already  been  pointed  out/ 
the  danger  is  apt  to  be  greatly  exaggerated.  We 
know  that  there  is  certainly  more  fraud  in  the  coun- 
tries of  proportional  taxes  like  America  than  in  the 
home  of  progressive  taxes  like  Switzerland  or  Ger- 
many. Still  it  may  be  conceded  that  with  pro- 
gressive rates  there  would  probably  be  even  more 
fraud  than  actually  exists,  even  though  the  fears 
of  the  doubters  in  Australia  and  Switzerland  have 
not  been  realized. ^  Much  depends  on  the  manner 
in  which  progression  is  applied,  and  the  particular 
tax  to  which  it  is  extended.  Still  more  depends 
on  the  rate  of  the  progression.  The  higher  the 
progression  the  more  likely  that  the  results  will  be 
perceptibly  bad.  But  the  objection  is  really  one 
against  the  abuse,  not  the  use,  of  the  progressive 
principle. 

If  therefore  we  sum  up  the  whole  discussion,  we 
see  that  while  progressive  taxation  is  to  a  certain 
extent  defensible  as  an  ideal,  and  as  the  expression 
of  the  theoretical  demand  for  the  shaping  of  taxes  to 
the  test  of  individual  faculty,  it  is  a  matter  of  con- 
siderable difficulty  to  decide  how  far  or  in  what 
manner  the  principle  ought  to  be  actually  carried 
out  in  practice. 

^Above,  p.  52. 
-Above,  pp.  53,  65. 
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Theory  itself  cannot  determine  any  definite  scale 
of  progression  whatever.  And  while  it  is  highly 
probable  that  the  ends  of  justice  would  be  more 
nearly  subserved  by  some  approximation  to  a  pro- 
gressive scale,  considerations  of  expediency  as  well 
as  the  uncertainty  of  the  interrelations  between  vari- 
ous parts  of  the  entire  tax  system  should  tend  to  ren- 
der us  cautious  in  advocating  any  general  application 
of  the  principle.  It  remains  to  investigate  as  to  how 
far  the  principle  is  applicable  to  the  conditions  sur- 
rounding us  in  America  to-day.  But,  in  last  resort, 
the  crucial  point  is  the  state  of  the  social  conscious- 
ness and  the  development  of  the  feeling  of  civic 
obligation. 


III. 

APPLICATION  OF  THE  PROGRESSIVE  PRINCIPLE 
TO  AMERICAN  TAXATION. 

The  preceding  discussion  has  brought  us  to  a  gen- 
eral, but  somewhat  vague,  conclusion  in  favor  of  the 
theory  of  progressive  taxation.  Economists,  how- 
ever, must  deal  with  what  is  actually  practicable,  as 
well  as  with  what  is  ideally  true.  And  it  is  with  this 
practical  object  in  view  that  we  now  proceed  to  a 
consideration  of  the  concrete  facts  of  American  pub- 
lic finance. 

In  the  case  of  the  general  property  tax  the  pro- 
gressive principle  would  seem  to  be  inexpedient,  for 
several  reasons.  In  the  first  place,  the  tax  as  actu- 
ally administered  is  not  progressive  nor  even  propor- 
tional, but  regressive.  Our  attempt  to  tax  intangible 
personalty  leads  to  a  heavier  burden  on  those  who 
are  at  the  same  time  honest  and  fairly  well-to-do  than 
on  those  who  happen  to  be  both  dishonest  and 
wealthy.  Since  the  ..emptations  to  evade  the  tax  are 
apt  to  grow  with  its  size,  it  may  be  assumed  that 
fraud  will  increase  in  proportion  to  wealth.  To 
augment  the  tax  rate  on  the  wealthier  would  there- 
fore simply  increase  dishonesty.  Progressive  taxa- 
tion of  personal  property  would  result  in  the  less 
well-to-do  classes  bearing  a  still  greater  proportion 
of  the  taxes  than  they  do  at  present.  Instead  of 
greater  equality  we  would  have  greater  inequality. 
Progressive  taxation  of  personalty  under  actual  con- 
ditions would  be  an  utter  delusion. 
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Secondly,  progressive  taxation  of  real  estate  would 
demand,  as  a  preliminary  condition,  a  complete  re- 
form of  most  of  our  tax-laws.  As  a  general  rule  the 
American  commonwealths  do  not  pay  any  attention 
to  the  question  whether  or  not  the  realty  is  mort- 
gaged. They  generally  tax  the  landowner  on  the  full 
value  of  the  land,  and  very  frequently  tax  the  mort- 
gagee in  addition  on  the  amount  of  the  mortgage. 
Now,  unless  we  exempt  the  value  of  the  mortgage 
from  the  value  of  the  land,  a  progressive  rate  on 
realty  would  create  far  more  inequality  than  exists 
at  present.  Let  us  assume  two  land-owners,  A,  the 
owner  of  a  810,000  farm  mortgaged  for  $5,000,  and 
B,  the  owner  of  a  8100,000  farm  mortgaged  for 89.5, 000. 
The  equity  is  the  same  in  each  case,  and  under  any 
rational  system  of  taxation  both  A  and  B  would  pay 
on  only  §5,000.^  Each  would  then  be  taxed  on  what 
he  really  has,  not  on  what  he  has  not.  But  the  prev- 
alent American  system  makes  of  the  tax  on  real 
estate  a  real  tax,  not  a  personal  tax,  i.  e.,  the  tax  is 
levied  not  on  the  landowner  as  such,  but  on  the  land. 
If  it  were  levied  on  the  land-owner  the  tax  would  be 
a  personal  tax,  i.  e.,  a  tax  on  the  person,  and  the  gov- 
ernment would  be  bound  to  take  account  of  the  exist- 
ing debts.  But  as  it  is  levied  on  the  land,  not  on  the 
owner,  the  government  looks  to  the  land  alone  and 
maintains  that  the  personal  condition  of  the  owner  is 

'  Unless,  indeed,  the  mortgages  in  the  hands  of  the  mortgagees  are 
exempt.  In  this  case  the  government  would  be  justified  in  making 
the  land  contribute  its  share;  for  it  is  immaterial  to  the  mortgagor 
whether  he  pay  the  tax  directly  to  the  government,  or  indirectly 
by  being  charged  a  higher  rate  of  interest  on  the  loan,  m  case  the 
mortgagee  is  taxed.  Cf.  my  essay  on  "The  General  Property  Tax," 
35,  and  the  limitations  of  the  theory  in  the  monograph  "On  the 
Shifting  and  Incidence  of  Taxation,"  135-139. 
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immaterial.  Now  if  a  progressive  tax  were  intro- 
duced, A  would  pay,  let  us  say,  two  per  cent  on 
$10,000  or  8200,  while  B  might  pay  five  per  cent 
on  $100,000  or  $0,000.  B's  entire  equity  would 
thus  be  swallowed  up  by  the  tax,  and  although 
he  is  actually  in  no  better  condition  than  A,  he 
would  have  to  pay  not  five  times,  but  twenty- 
five  times  as  much.  Progressive  taxation  under 
the  existing  system  of  real  estate  taxation  would. 
thus  be  a  gross  injustice,  utterly  ruinous  to  a 
large  class  of  farmers.  For  even  assuming  the  pos- 
sibility of  the  shifting  of  a  proportional  tax  on  land 
(which  is  in  itself  very  questionable),*  it  is  evident 
that  a  progressive  tax  of  this  kind  can  not  be  shifted. 
In  fact  every  treatise  thus  far  written  on  the  shift- 
ing of  taxation  tacitly  assumes  the  tax  to  be  a  pro- 
portional tax.  It  would  be  interesting  to  trace  in 
detail  the  qualifications  to  be  introduced  in  the  theory 
of  incidence  in  the  case  of  progressive  rates,  not 
only  in  the  property  tax,  but  in  other  taxes  as  well. 
Thirdly,  the  very  fact  of  our  property  tax  being  in 
great  part  a  real  tax  would  militate  against  the 
introduction  of  the  progressive  principle.  The  basis 
of  progressive  taxation,  as  we  have  seen,  is  the  fac- 
ulty theory  of  taxation,  resolved  into  its  elements  of 
consumption  and  production.  A  progressive  property 
tax  can  be  defended  only  on  the  assumption  that 
faculty  increases  w^ith  general  property.  But  when 
we  assess  the  tax  not  on  the  individual  as  such,  but 
on  his  realty  wherever  it  lies,  and  on  his  personalty 
wherever  we  can  locate  it,  we  are  looking  not  at  the 
individual,  but  at  the  taxable  object.     The  owner  of 

'See  my  monograph  "On  the  Shifting  and  Incidence  of  Taxa- 
tion," 95-99. 
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a  large  piece  of  real  estate  may  in  reality  have  less 
faculty  or  ability  to  pay  taxes  than  the  owner  of  a 
small  plot,  because  he  may  have  very  much  less  per- 
sonalty. If  we  could  reach  personalty  as  well  as 
realty  then,  indeed,  it  would  be  immaterial.  But  since 
personalty  evades  taxation  in  the  ratio  of  its  extent 
and  of  the  amount  of  the  tax,  a  progressive  tax  on 
realty,  under  existing  conditions,  might  intensify 
the  actual  inequalities.  To  tax  A,  the  owner  of  a 
$10,000  farm  (who  has  perhaps  $1,000  personal  prop- 
erty), five  per  cent,  and  to  tax  B,  the  owner  of  a 
$1,000  lot  (who  has  the  remainder  of  his  large  fortune 
invested  in  intangible  personalty,  on  which  he  pays 
nothing),  only  one  per  cent  would  be  a  travesty  of 
justice. 

But  fourthly,  the  chief  practical  objection  to  the 
introduction  of  the  progressive  principle  is  that  it 
would  be  exceedingly  difficult  to  apply  it  to  the  tax- 
ation of  real  estate,  if  the  prevalent  method  of  assess- 
ing the  tax  as  a  real  tax  be  followed.  The  tax  varies 
with  the  value  of  the  lot,  not  with  the  property  of 
the  lot  owner.  Lot  A  may  be  worth  more  than  lot 
B,  but  lot  A  may  be  owned  by  two  persons,  and  lot 
B  by  only  one  person.  Or  the  owner  of  the  smaller 
lot  B  may  have  a  hundred  other  small  lots  in  other 
parts  of  the  city,  while  the  owner  of  lot  A  has  only 
that  one  lot.  A  higher  tax  on  A  because  it  is  the 
larger  lot  would  be  absurd.  The  large  land  owner, 
provided  he  distributes  his  holdings,  would  pay  abso- 
lutely lower  rates  of  taxation  than  the  small  land 
owner  whose  holdings  are  massed  together.  The 
only  result  of  this  would  be  a  tendency  to  divide 
land  into  infinitesimal  parts. 
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It  is  true  that  such  a  method  of  taxation  would 
tend  to  split  up  large  estates.  This  was  indeed  one 
of  the  avowed  objects  of  the  recent  graduated  land 
tax  in  New  Zealand,  whose  influence  is  already  per- 
ceptible. But  the  splitting  up  of  large  estates  does 
not  necessarily  mean  the  abolition  of  large  fortunes 
in  landed  property.  It  niay  indeed  tend  to  prevent 
the  successful  competition  of  an  agricultural  country 
with  its  rivals  in  the  world  market,  in  so  far  as 
cheap  wheat  raising  depends  on  the  economies  of 
production  on  a  large  scale.  But  there  is  no  reason 
why  one  man  should  not  own  a  hundred  small  farms, 
rented  out  by  him  to  cultivators,  instead  of  a  single 
large  farm.  Progressive  land  taxation  would  there- 
fore not  necessarily  result  in  the  development  of  a 
class  of  small  independent  farmers  or  peasant  pro- 
prietors. Small  farms  do  not  imply  small  indepen- 
dent farmers;  they  may  mean  small  tenants  or  farm 
hands  of  a  large  farmer  or  a  large  landed  proprietor. 
And  in  the  case  of  city  real  estate,  where  the  chief 
complaints  against  the  unearned  increment  are  urged, 
there  is  absolutely  no  doubt  that  large  landowners 
would  distribute  their  holdings.  The  net  economic 
result  of  a  progressive  property  tax  levied  on  the 
land,  instead  of  on  the  landowner,  would  thus  be  in 
the  first  place  a  change,  not  in  land  fortunes  them- 
selves, but  in  the  constitution  of  land  fortunes;  and 
in  the  second  place  a  probable  diminution  in  the 
capacity  of  the  country  to  compete  in  the  markets  of 
the  world.  But  the  fiscal  results  would  be  insigni- 
ficant. Ultimately  the  tax  would  tend  to  be  levied 
only  on  the  lowest  class.  For  no  plot  would  now 
exceed  in  size  the  smallest  area  on  which  the  lowest 
rate  is   assessed.   ,  In   other   words,    the   progressive 
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tax  would  virtually  turn  out  to  be  a  proportional 
tax.  A  progressive  tax  on  land  is  not  a  progressive 
tax  on  the  landowner. 

Considering,  therefore,  these  four  objections,  it  is 
plain  that  until  a  complete  change  is  made  in  our 
system  of  the  general  property  tax,  it  would  be  use- 
less and  worse  than  useless  to  introduce  the  pro- 
gressive principle.  We  should  be  jumping  from  the 
frying  jian  into  the  fire. 

We  come  next  to  the  income  tax.  The  income  tax 
in  the  United  States  was  until  recently  not  a  prac- 
tical question.  The  few  existing  income  taxes  in 
our  American  commonwealths  are  even  more  far- 
cical in  their  administration  than  the  general  prop- 
erty tax.  And  it  is  utterly  idle  to  suppose  that  the 
latter  will  be  supplanted  by  the  former,  or  that  any 
better  results  could  be  obtained  by  attempting  to 
assess  a  man  directly  on  his  income  rather  than  on 
his  property.  For  some  kinds  of  property  at  all 
events  are  tangible,  while  the  income  even  from 
tangible  property  is  frequently  more  or  less  uncer- 
tain and  inscrutable.  At  the  same  time  recent 
events  have  shown  that  a  federal  income  tax,  either 
as  a  war  measure,  or  as  a  tax  supplementary  to  the 
existing  sources  of  revenue,  is  within  the  range  of 
practical  politics.  In  this  case  it  would  perhaps 
seem  that  the  progressive  principle  might  not  illogi- 
cally  be  applied  in  the  future,  as  it  has  been  in  the 
past.  We  might  base  the  demand,  so  it  might  be 
urged,  not  only  on  the  general  economic  theory  of 
faculty,  but  also  on  the  special  compensatory  theory. 
For,  as  we  know,  one  need  have  no  socialistic  lean- 
ings to  advocate  the  special  compensatory  theory. 
It    will    be    remembered    that    Secretary    Fessenden 
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advocated  the  progressive  income  tax  during  tlie 
Civil  war  on  the  faculty  theory/  while  on  the 
European  continent  it  is  generally  upheld  on  the 
special  compensatory  theory.  The  practicability  of 
a  graduated  scale,  however,  depends  to  some  extent 
on  the  methods  of  assessment  and  the  extent  of 
foreign  investments.  Where  a  large  part  of  the 
income  received  by  the  citizens  is  drawn  from 
capital  invested  abroad,  not  only  will  the  ascer- 
tainment of  income  be  more  difficult,  but  all  the 
possible  complexities  of  a  double  taxation  will  be 
inlyroduced.  Where,  on  the  other  hand,  the  income 
is  chiefly  derived  from  home  sources,  the  problem 
will  be  simpler.  From  this  point  of  view  a  pro- 
gressive income  tax  would  probably  be  less  suc- 
cessful in  England  than  it  would  be  in  many  other 
countries  whose  holdings  in  foreign  investments  are 
less  extensive. 

A  far  more  important  consideration,  however,  is 
the  actual  form  of  the  income  tax  itself.  This  is 
evidently  not  the  proper  place  to  discuss  the  details 
of  income  taxation.-  But  it  may  be  stated  that  there 
are  two  chief  methods  of  arranging  an  income  tax. 
The  one  method  as  exemplified  in  the  most  success- 
ful of  all  income  taxes — the  English — is  to  split  the 
income  into  schedules,  according  to  the  source  from 
which  it  is  derived,  each  schedule  or  set  of  schedules 
being  assessed  separately  by  different  officials.  This 
might  be  termed  the  scheduled  or  stoppage-a^-source 
income  tax.     The  other  method,  as  in  the  Prussian 

^  See  above  p.  60. 

-In  a  forthcoming  monograph  on  "The  Income  Tax  "  an  attempt 
is  made  to  discuss  its  history  and  theory  in  detail,  and  to  show  its 
connection  with  the  reform  of  American  taxation. 
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tax  and  the  American  taxes  during  the  Civil  war,  is 
to  assess  the  income  as  a  whole  in  a  lump  sum  and 
to  levy  the  tax  directly  on  the  income  receiver,  and 
not  in  the  first  instance  on  the  income  payer.  Thi^ 
might  be  called  the  lump-sum  income  tax.  Expe- 
rience has  shown  that  the  scheduled  tax  is  far  pre- 
ferable to  the  lump  sum  tax.  England  after  experi- 
menting with  the  latter  long  since  abandoned  it  for 
the  former.  Yet  it  is  plain  that  the  progressive  rate 
is  very  much  more  difficult  of  application  to  the 
scheduled  than  to  the  lump-sum  income  tax.  If  an 
income  is  derived  in  equal  proportions  from  each  of. 
let  us  say,  five  sources  or  schedules,  it  would  pay 
very  much  less  than  an  equal  income  derived  wholly 
from  any  one  source.  Let  us  assume  that  the  pro- 
gressive scale  is  so  arranged  that  the  rate  is  fixed  at 
two  per  cent  for  $10,000,  and  that  it  increases  one 
per  cent  for  each  successive  $10,000.  A  has  an 
income  of  $50,000  derived  equally  from  each  of  five 
sources.  He  will  pay  the  normal  rate,  or  two  per 
cent,  on  each  schedule;  that  is,  his  tax  will  be  five 
times  $200  or  a  total  of  $1,000.  B  has  the  same 
income  which  happens  to  be  derived  entirely  from 
one  source  or  schedule.  He  must  pay  six  per  cent 
on  $50,000  or  a  total  of  $3,00.0.  An  ostensible  pro- 
gression of  rates  would  thus  result  in  the  same 
amounts  of  income  paying  very  different  amounts 
of  tax.     Such  an  inequality  would  be  intolerable. 

We  are  thus  reduced  to  the  dilemma:  A  progres- 
sive income  tax  corresponds  to  the  demands  of  ideal 
justice;  but  a  lump-sum  income  tax  is  in  practice 
more  or  less  of  a  failure;  and  a  scheduled  income 
tax  is  not  susceptible  of  graduation.  The  desirable, 
therefore,  is  not  practicable;  that  is,  it  is  practically 


Application  of  Progression  to  American  Taxation.     209 

undesirable.     In    other   words,    a   really    successful 
progressive  income  lax  is  an  infeasibility. 

In  our  recent  income  tax  bill  of  1894,  the  system 
is  essentially  the  undesirable  and  discredited  lump- 
sum or  personal-income  plan.  But  yet  in  one 
point, — and  a  very  important  one, — the  scheduled 
idea  has  been  introduced.  Corporations  are  directed 
to  pay  the  income  tax  on  stock  and  bonds,  and  then 
to  withhold  the  amount  of  the  tax  from  the  divi- 
dends or  interest.  Had  a  progressive  tax  been  im- 
posed, it  would  have  been  necessary  to  levy  the 
highest  rate  on  all  dividends  or  coupons.  For  if 
the  lowest  rate  were  levied  on,  let  us  say,  $10,000, 
it  is  plain  that  every  one  would  split  his  corporate 
holdings  into  blocks  of  $10,000,  and  invest  each  of 
these  in  a  different  corporation  or  assign  interest  in 
his  holdings  to  dummies  or  obscure  relatives.  But 
if  the  highest  rate  were  levied  on  all  corporate  hold- 
ings, it  would  lead  to  crying  injustice  unless  indi- 
viduals were  allowed  a  rebate  amounting  to  the 
difference  between  the  highest  and  the  lowest  rate, 
whenever  they  swear  that  their  entire  income  falls 
v/ithin  the  limit  at  which  the  lowest  rate  is  imposed. 
But  as  soon  as  such  an  oath  is  permitted  the  whole 
advantage  of  assessing  incomes  at  the  source  dis- 
appears, and  the  door  is  opened  to  all  the  frauds 
inseparable  from  a  personal  lump-sum  income  tax. 
The  whole  machinery  of  assessing  the  tax  to  the 
corporation  in  the  first  instance  might  as  well  be 
abandoned.  Congress  then  acted  correctly  in  refus- 
ing to  accept  the  proposed  amendment  in  favor  of  a 
progressive  scale.  The  serious  mistake  that  was 
made, — not  to  mention  minor  points  like  the  grossly 
exaggerated  minimum  of  exemption. — was  the  adop- 
14 
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tion  of  the  personal  lump-sum  plan  instead  of  the 
scheduled  or  stoppage-at-source  plan.  But  that  is  a 
point  which  does  not  directly  affect  the  present  dis- 
cussion. 

Our  decision  must  therefore  be  adverse  to  the 
application  of  the  progressive  scale  to  income  taxes 
under  actual  conditions.  The  advantages  of  gradua- 
tion turn  out  on  closer  inspection  to  be  illusory. 

In  regard  to  the  corporation  tax  the  progressive, 
or  rather  the  degressive,  principle  has  already  been 
applied  in  some  of  our  commonwealths.^  From  one 
point  of  view  these  progressive  rates  may  indeed  be 
defended.  The  larger  the  earning  capacity  of  the 
corporation,  the  more  valuable  the  privileges  received 
from  the  state  and  the  greater  its  chances  of  suc- 
cessful competition  with  smaller  rivals.  This  implies 
the  production  side  of  faculty.  But  it  is  highly  ques- 
tionable whether  the  more  important  consumption 
side  of  the  faculty  theory  is  at  all  applicable  to  cor- 
porations. A  corporation  is  nothing  but  a  fictitious 
entity,  a  juristic  personality.  It  has  no  wants,  no 
desires  of  varying  urgency.  We  cannot  properly 
predicate  of  it  any  equality  or  inequality  of  sacrifice. 
When  the  state  taxes  the  corporation,  it  really  seeks 
to  tax  the  owner  of  thb  corporation  and  the  bondhold- 
ers as  well  as  the  shareholders.  It  is  not  the  corpo- 
ration as  such,  but  the  individuals  whose  capital  is 
invested  in  the  corporation,  who  are  the  real  tax- 
payers. When  we  speak  of  the  principle  of  equality 
of  taxation,  we  mean  equality  as  between  individuals 
in  the  community.  A  corporation  is  simply  an  asso- 
ciation of  individuals,  to  each  of  whom  the  fiscal  test 
of  equality  must  be  applied.     This  is  evident  from 

^See  above  p.  63. 
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the  fact  that  the  tendency  in  all  those  states  which 
endeavor  to  avoid  double  taxation  is  to  exempt  from 
the  personal  property  tax  the  shareholders  of  corpo- 
rations which  are  already  taxed  on  their  capital 
stock. ^ 

Now,  there  is  no  necessary  connection  between  the 
total  earnings  of  a  corporation  and  the  total  earn- 
ings of  a  shareholder.  In  the  first  place  the  small 
corporation  may  be  owned  by  a  few  shareholders, 
while  the  stock  of  the  large  or  more  successful  cor- 
poration may  be  distributed  among  hundreds  or 
thousands  of  individuals.  A  progressive  rate  on  the 
larger  or  more  successful  corporation  might  then 
involve  an  actually  regressive  rate  on  the  share- 
holders. The  rich  stockholder  in  the  small  road 
would  pay  not  more,  but  less,  in  proportion  than  the 
poor  stockholder  in  the  large  road. 

Secondly,  even  assuming  that  the  stockholders 
have  equal  shares  in  the  two  roads,  we  know  abso- 
lutely nothing  about  their  other  sources  of  income. 
If  all  income  were  derived  from  corporate  property 
alone,  and  from  no  other  source,  the  matter  would 
indeed  be  simple.  But  in  the  existing  complexity  of 
industrial  relations  the  revenue  from  corporate 
holdings  may  constitute  the  entire  subsistence  of  one 
man,  and  a  inost  insignificant  fraction  of  the  total 
income  of  his  neighbor.  The  faculty  theory  of  taxa- 
tion, especially  from  the  consumption  side,  can  be 
predicated  only  of  the  entire  income  of  an  individual. 
A  progressive  tax  on  larger  corporations,  then,  is 
quite  as  apt  to  be  a  regressive  rate  on  the  particular 
stockholder.    Instead  of  having  progression  we  would 

^See  my  article  on  "The  Taxation  of  Corporations."  Political 
Science  Quarterly,  v,  661. 
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have  upside-down  progression.  Only  on  the  assump- 
tion that  the  progressive  rate  is  applied  to  all 
incomes  and  to  all  other  forms  of  property  as  well 
as  to  corporate  income  or  property,  would  this  objec- 
tion be  removed.  But  even  then,  the  force  of  the 
first  objection  would  not  be  diminished  a  whit.  And 
when  we  bear  in  mind  the  complexities  introduced 
by  the  facts  of  double  taxation,  due  to  the  lack  of 
harmony  in  our  various  commonwealth  laws,^  the 
difficulties  will  be  sensibly  increased. 

A  progressive  corporation  tax,  then,  does  not 
necessarily  mean  a  progressive  tax  on  the  individual 
shareholders,  and  still  less  a  progressive  tax  on  the 
individual  bondholders.  It  may  mean  just  the 
reverse.  The  application  of  the  progressive  prin- 
ciple to  corporations  is  therefore  of  very  dubious 
expediency. 

The  case  is  quite  different,  however,  with  the 
inheritance  tax,  a  term  commonly  applied  not  only 
to  inheritances  proper,  but  to  successions  of  any 
kind,  whether  by  gift,  devise,  bequest,  or  devolution 
in  general.  The  two  most  significant  developments 
in  recent  American  finance  are  the  growth  of  the 
inheritance  tax  and  the  extension  of  the  corporation 
tax.  In  some  commonwealths  the  entire  state 
revenue  bids  fair  soon  to  be  derived  from  these  two 
sources  alone,  thus  enormously  simplifying  many  of 
our  perplexing  problems.  The  clamor  for  a  progres- 
sive rate  in  the  inheritance  tax  is  constantly  growing 
in  the  United  States.  We  have  both  in  theory  and 
in  practice  repeated   examples  of  graduated  succes- 

iSee  my  monograph  on  "The  Taxation  of  Corporations,"  Political 
Science  Quarterly,  vol.  v,  esp.  p.  646  et  seq. 
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sion  duties.^  It  has  already  been  noted  that  writers 
like  John  Stuart  Mill,  who  are  most  conservative  in 
their  opposition  to  progressive  taxation  in  general, 
yet  uphold  the  progressive  principle  in  the  case  of 
inheritance  taxes. 

There  are  three  arguments  on  which  it  is  possible 
to  base  progressive  inheritance  taxes.  The  first 
argument  is  that  which  rests  on  the  limitation-of- 
inheritance  theory.  The  tax  is  regarded  by  some 
merely  as  a  limitation  upon  the  legal  privilege  of 
inheritance  imposed  by  the  state  in  the  public 
interest  ;  with  the  further  qualification  that  it  is  the 
duty  of  the  state  to  check  the  growth  of  inordinately 
large  fortunes  and  to  favor  the  diffusion  of  wealth. 
The  progressive  principle  would  be  the  most  con- 
venient way  of  attaining  this  result. 

This  argument,  however,  is  somewhat  question- 
able. For  even  if  we  adopt  the  theory  that  the  tax 
is  to  be  regarded  as  the  exercise  of  the  state's  power 
to  regulate  the  privilege  of  inheritance,  it  does  not 
follow  that  the  state  has  any  duty  to  redress  by 
legislation  existing  inequalities  in  fortune.  The 
state  has,  indeed,  the  right  and  the  duty  to  put  all 
on  an  equal  plane  of  competition,  and,  with  this  end 
in  view,  may  enact  laws  which  seemingly  restrict 
individual  action,  but  which  actually  confer  upon 
the  members  of  society  a  wider  and  more  real  liberty. 
But  this  is  a  very  different  thing  from  settling  upon 
an  arbitrary  limit  beyond  which  the  amassing  of 
wealth  is  to  become  illegal,  and  from  using  the  pro- 

'  For  an  exhaustive  discussion  of  the  inheritance  tax  in  theory 
and  practice,  see  the  monograph  of  one  of  my  students,  Dr.  Max 
AVest,  entitled  "  The  Inheritance  Tax,"  and  published  in  the 
Columbia  College  Studies  in  History,  Economics  and  Public  Law,  vol. 
iv,  no.  2  (1893). 
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gressive  scale  to  obtain  this  end.  The  whole 
question,  however,  depends  on  the  limits  that  we 
assign  to  the  family  idea  of  property.  As  Dr.  West 
has  well  pointed  out,  the  right  of  inheritance  within 
the  family  is  already  greatly  restricted  by  the 
freedom  of  bequest,  while  on  the  other  hand  inherit- 
ance and  bequest  are  not  only  not  natural  rights,  but 
are  not  even  necessary  consequences  of  the  rights  of 
private  property.' 

The  second  argument  is  that  which  we  have  learned 
to  know  as  the  economic  argument.  This  is  more 
convincing,  because  it  is  based  on  a  sounder  theory 
of  the  inheritance  tax  itself.  According  to  this  view 
an  inheritance,  using  the  word  in  the  wider  sense, 
is  simply  a  fortuitous  income,  a  chance  accretion  to 
property,  which  augments  the  faculty  of  the  indi- 
vidual and  which,  just  because  of  its  accidental  or 
unearned  nature,  is  a  most  fitting  subject  of  taxation. 
For  since  income  connotes  a  regular  periodical 
revenue  the  inheritance  would  normally  not  be 
affected  by  an  income  tax  ;-  and  since  the  general 
property  tax  is  exceedingly  ineffective  in  its  opera- 
tion, the  taxation  of  inheritances  is  the  very  best 
way  of  reaching  the  property,  even  if  it  is  reached 
only  once.  All  the  considerations  already  urged, 
which  apply  to  the  progressive  taxation  of  faculty, 
whether  we  find  the  test  of  faculty  to  be  income  or 
property,  apply  with  equal  force  to  the  inheritance 

1  Cf.  West,  "  The  Theory  of  the  Inheritance  Tax,"  Political  Science 
Quarterly,  viii  (1893),  427-431. 

2The  income  tax  section  of  the  tariff  bill  as  passed  by  the  House 
of  Representatives  in  January,  1894,  curiously  enough  contains  a 
clause  by  virtue  of  which  inheritances  and  successions  are  to  be 
considered  a  part  of  the  annual  income.  This  is  unscientific  and 
would  tend  to  create  much  confusion. 
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tax.  From  the  standpoint  both  of  production  and  of 
consumption,  true  equality  in  taxable  faculty  means 
progressive  taxation  of  inheritances.  Moreover, 
scarcely  any  of  the  objections  which  attach  to  the 
progressive  rate  in  our  general  property  tax  applies 
here. 

The  third  argument  is  what  we  have  termed  the 
special  compensatory  argument.  Tliis  alone  would 
suffice  even  if  the  other  arguments  were  inadequate. 
For  even  granting  that  proportion  is  the  ideal  to  be 
kept  in  view,  it  may  be  said  with  some  measure  of 
truth  that  our  existing  taxes  fall  with  less  severity 
on  the  wealthier  classes.  Not  only  are  many  of  our 
indirect  taxes  regressive  in  their  nature,  but  the 
general  property  tax,  in  its  practical  operation,  is 
scarcely  less  objectionable  in  this  respect.  A  pro- 
gressive rate  in  the  succession  duties,  especially 
where  personalty  is  concerned,  would  simply  tend  to 
reestablish  the  desired  proportionality.  Advocates 
of  general  proportional  taxation  in  theory  might, 
therefore,  uphold  progressive  inheritance  taxes  in 
practice. 

Finally,  there  are  other  taxes  to  which  the  princi- 
ple of  progression  might  be  applied.  The  ultimate 
form  which  taxation  in  America  is  to  assume  is 
already  discernible.  National  revenues  in  the  future, 
as  to  a  great  extent  in  the  past,  will  be  derived  from 
a  well  considered  system  of  indirect  taxes,  possibly 
supplemented  at  mtervals  by  some  form  of  a  direct 
land  or  income  tax.  State  revenues  will  be  derived 
almost  exclusively  from  corporation  taxes  and  inher- 
itance taxes;  while  real  estate  will  be  relegated  to 
the  local  divisions.  The  one  difficult  point  will  still 
be  the  complete  taxation  of  individual  faculty.     The 


310          Progressive  Taxation  in  Theory  and  Practice, 

taxation  of  intangible  personalty  has  always  been  a 
failure;  a  direct  tax  on  income  would  not  succeed  a 
whit  better.  And  yet  how  can  we  reach  the  entire 
individual  faculty  ?  The  real  estate  tax  will  reach  one 
portion,  the  corporation  tax  generalized  and  corrected 
will  reach  another  large  portion,  and  the  inheritance 
tax  will  greatly  lessen  the  inequality  resulting 
from  the  non-taxation  of  other  elements  of  faculty. 
But  the  gap  will  not  be  entirely  filled;  it  can  be  re- 
moved only  by  some  forms  of  taxation  which  will 
indirectly  and  roughly  it  is  true,  but  none  the 
less  surely,  reach  those  earnings,  which  are  derived 
neither  from  land  nor  from  corporate  holdings. 
Such  earnings  are  chiefly  those  from  business  and 
from  personal  exertions.  And  it  is  highly  probable 
that  the  future  system,  based  upon  complete  inter- 
state comity  and  the  avoidance  of  double  taxa- 
tion, will  bring  with  it  some  attempt  to  reach 
these  earnings  either  through  a  taxation  of  ren- 
tals, both  business  and  private,  like  that  existing 
in  France,  or  through  a  more  skillfully  devised  mode 
of  business  taxation.  When  these  supplementary 
forms  of  taxation  are  created,  to  replace,  in  good 
part,  our  unworkable  tax  on  intangible  personalty, 
it  may  be  found  that  both  the  economic  and  the 
special  compensatory  theories  will  serve  as  the  bases 
of  a  moderately  progressive  system.  But  in  the 
latter  tax  especially,  the  graduation  may  be  more 
ostensible  than  real,  because  of  the  very  rough 
approximation  to  actual  taxable  capacity. 

We  see  then  that  while  progression  of  some  sort 
is  demanded  from  the  standpoint  of  ideal  justice, 
the  practical  difficulties  in  the  way  of  its  general 
application  are  well  nigh  insuperable.     Progression 


Application  of  Progression  to  American  Taxation.     217 

is  defensible  only  on  the  theory  that  the  taxes  are  so 
arranged  as  to  strike  every  individual  on  his  real 
income.  But  in  default  of  a  single  tax  on  incomes, 
which  is  visionary,  practicable  tax  systems  can 
reach  individual  incomes  only  in  a  very  rough  and 
round-about  way.  Under  such  practical  conditions 
it  is  doubtful  whether  greater  individual  justice  will 
be  attained  by  a  system  of  progression  than  by  the 
simple  rule  of  proportion;  and  it  is  questionable 
whether  the  ideal  advantages  of  progression  would 
not  be  outweighed  by  its  practical  shortcomings. 
For  the  United  States  at  all  events,  the  only  im- 
portant tax  to  which  the  progressive  scale  is  at  all 
applicable  at  present  is  the  inheritance  tax.  For 
the  future  development  of  the  idea  we  must  rely  on 
an  improvement  in  the  tax  administration,  on  a 
more  harmonious  method  of  correlating  the  public 
revenues  and  on  a  decided  growth  in  the  alacrity  of 
individuals  to  contribute  their  due  share  to  the 
common  burdens. 
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PREFACE. 


Having  had  occasion  to  study  transportation  in 
several  of  those  practical  aspects  that  are  demanding 
attention  at  the  present  day,  I  came  to  believe  that 
if  one  was  ever  to  understand  this  subject  he  must 
begin  farther  back  than  writers  upon  it  were  accus- 
tomed to  do.  I  therefore  conceived  the  plan  of 
writing  a  Theory  of  Transportation  that  should  un- 
fold the  most  important  of  its  relations  to  economic 
and  political  life.  I  also,  about  the  same  time,  began 
to  be  familiar  with  the  writings  of  the  newer  school 
of  sociologists,  and  thought  that  I  found  in  their 
analysis  of  society,  particularly  in  that  of  Schaffle,' 
a  basis  upon  which  to  work  out  my  plan. 

The  present  essay,  then,  is  an  attempt  to  put  these 
two  things  together,  to  write  a  theory  of  transporta- 
tion from  a  sociological  standpoint. 

AVhile  many  of  the  matters  here  treated  have  been 
and  are  the  subject  of  unceasing  discussion,  others 
have  received  but  small  attention.  This  is  particu- 
larly true  of  the  theory  of  the  location  of  cities,  to 
which  I  have  devoted  a  chapter.  Indeed  I  think 
that  the  analysis  of  the  territorial  relations  of 
society  offered  in  chapters  ix  to  xiii  brings  to  view 
an  important  field  of  social  research  that  has  been 
much  neglected.     Since  the  work  of  Kohl,  published 

^"Bau  und  Leben  des  socialen  Korpers,"  vol.  i. 
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in  1841,  I  know  of  no  comprehensive  and  connected 
investigation  of  that  branch  of  demography,  or 
demographic  sociology,  that  treats  of  the  forces  and 
laws  that  determine  the  territorial  distribution  of 
persons  and  wealth.^  Little  is  understood  concern- 
ing the  theory  of  settlement,  the  theory  of  the  loca- 
tion of  towns  and  cities,  or  the  laws  that  determine 
their  size,  the  density  of  their  population  and  their 
internal  structure. 

Certainly  these  inquiries  have  been  neglected  in 
the  United  States.  Yet  we  have  here  the  amplest 
possible  material  for  working  out  this  branch  of 
science;  ampler  than  has  ever  existed  elsewhere. 
Within  the  memory  of  living  men,  for  the  most  part, 
our  country  has  been  settled  and  our  towns  and  cities 
have  grown  up, — not  without  the  action  of  laws, 
which  remain  as  yet  unformulated. 

As  to  the  practical  bearing  of  such  investigations, 
I  hope  to  have  shown  that  an  intelligent  solution  of 
the  railway  question,  at  least,  must  rest  upon  a  study 
of  territorial  demography.  And  I  think  that  this 
study  is  equally  important  to  the  student  of  economic 
and  social  life  in  many  other  aspects. 

Of  course  I  do  not  mean  to  imply  that  much  has  not 

already  been  done   in  the  line  of  this  essay.     There 

are  at  least  four  important  works  largely  devoted  to 

the  general  theory  of  transjDortation,  as  distinguished 

from  such  particular  branches  of  it  as  the  theory  of 

railway  rates.     These  are  the  following:  Kohl,  "Die 

Verkehr  und  die  Ansiedelungen  der  Menschen  in  ihrer 

^A  good  deal  is  now  being  done  in  this  field  by  men  who  approach 
it  from  the  side  of  geography.  The  most  important  work  seems  to 
be  that  of  Professor  Ratzel,  "  Anthropogeographie  "  (Part  1,  1882, 
Part  2,  1891).  The  same  author  has  more  recently  published  "  Die 
politische  Geographie  der  Vereinigten  Staaten  "  (1893). 


229]  Preface.  7 

Abhangigkeit  von  der  Gestaltung  der  Erdober- 
fliiche;"'  Roscher,  ''Nationalokonomik  des  Handelsr* 
Sax,  "Die  Verkehrsmittel  in  Yolks-  iind  Staatswirth- 
schaft:"  Foville,  "La  Transformation  des  Moyens 
de  Transport  et  ses  Consequences  Economiques  et 
Sociales." 

I  need  not  say  that  economic  literature,  and  par- 
ticularly that  of  America,  is  rich  in  studies  of  rail- 
road and  water  transportation  and  of  the  problem  of 
their  public  regulation.  Whatever  merit  this  paper 
may  have  consists  in  an  attempt  to  look  at  the  mat- 
ter from  a  slightly  different  point  of  view. 

^This  important  work  did  not  come  into  my  hands  until  after  the 
present  paper  was  written. 
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The  Theory  of  Transportation. 

CHAPTER  I. 
MECHANICAL  AND  GEOMETRICAL    NOTIONS. 

We  think  of  transportation  as  a  movement  of 
things — -masses  of  any  sort — from  one  place  to 
another.  Anything  answering  this  description 
comes  under  the  idea  in  its  most  general  form. 
If  we  add  to  this  a  conception  underlying  all 
action  directed  to  an  end,  namely,  that  its  excellence 
consists  in  accomplishing  the  end  with  the  least  pos- 
sible expenditure  of  time  and  force,  we  have  the  most 
general  basis  possible  for  the  judgment  of  transporta- 
tion from  a  mechanical  standpoint.  From  this  stand- 
point that  transportation  is  best  which  accomplishes 
the  movement  of  things  with  the  least  force  and  in 
the  shortest  time.  Speed,  then,  is  one  fundamental 
test,  while  economy  of  force,  translated  in  the  light 
of  actual  conditions,  means  cheapness.  Speed  and 
cheapness  never  cease  in  the  most  complex  develop- 
ment of  transportation  to  be  the  simplest  tests  of  its 
efficiency. 

We  may  arrive  at  some  notions  not  without  impor- 
tance if  we  consider  in  their  simplest  form  the  geo- 
metrical conditions  of  transportation.  Let  us  suppose 
a  large  country,  which,  instead  of  being  variegated 
with  seas,  mountains  and  rivers,  is  all  level  and  par- 
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celled  into  farms  of  uniform  size.  Suppose  now 
the  need  to  arise  for  a  universal  system  of  transpor- 
tation that  should  connect  every  farm  with  every 
other.  What  form  would  that  system  take,  what 
would  be  the  plan  of  the  roads  ?  In  building  roads 
there  is  of  course  always  a  tendency  to  take  the 
shortest  route.  But  the  literal  and  absolute  applica- 
tion of  this  principle  would  require  the  building  of 
roads  from  every  point  to  every  other ;  in  other 
words  the  turning  into  roads  of  the  whole  surface  of 
the  earth,  with  enormous  labor  and  the  complete 
destruction  of  the  farms.  It  is  clear  that  some  sort 
of  a  compromise  must  be  made  between  the  principle 
that  calls  for  directness  and  the  principle  that  calls 
for  economy  of  labor  and  space.  To  show  just  what 
plan  of  roads  would  result  from  this  compromise 
would  involve  a  rather  complex  mathematical  prob- 
lem; but  without  going  into  this  it  is  perhaps  suffi- 
ciently clear  that  the  solution  must  be  found  in  a 
complexly  branched  system.  Each  neighborhood 
would  collect  what  it  has  to  send  at  some  central 
point  whence  the  niovement  would  proceed  by  a 
common  road.  These  central  points,  again,  would 
stand  in  the  same  relation  to  one  another  as  the 
farms  in  a  neighborhood  ;  the  roads  from  them  would 
concentrate  at  other  points.  And  so  on  until,  finally, 
we  should  have  all  the  longest  movements  traversing 
a  few  great  roads  of  which  a  number  of  the  most 
important  would  meet  at  the  center  of  the  country. 
The  general  effect  would  be  one  of  complicated  radi- 
ation, primary,  secondary  and  so  on.^ 

^It  is  apparent  that  there  is  a  general  analogy  between  roads  and 
the  arteries  of  a  living  body,  the  veins  of  a  leaf,  the  trunk,  boughs 
and  twigs  of  a  tree,  and  other  channels  of  biological  communica- 
tion.    Some  similarities  of  function  and  structure  will   be  found 
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Although  this  hypothetical  case  is  never  realized, 
vet  there  is  some  approach  to  it  in  large  agricultural 
areas,  as  for  instance  the  Mississippi  valley  in  the 
United  States.  If  one  calls  to  mind  how  the  country 
roads  radiate  in  all  directions  from  the  country  towns 
and  then,  looking  at  the  map,  notices  how  the  rail- 
ways upon  which  these  towns  are  situated  concen- 
trate at  certain  points,  and  further  how  the  whole 
system  converges  at  a  few  central  points  like  Chicago, 
he  will  perceive  a  striking  illustration  of  the  opera- 
tion of  the  principle  in  question.  In  other  parts  of 
the  country,  where  mountains  or  lakes  interfere, 
the  radial  arrangement  is  obscured  or  disappears 
entirely. 

The  arrangement  of  streets  in  cities  offers  interest- 
ing material  for  the  study  of  the  geometrical  relations 
of  transportation.     We  have  here  two  leading  prin- 

worked  out  in  detail  by  Spencer  in  his  "Sociology,"  vol.  i,  chapter 
8.  He  does  not,  however,  consider  the  question  of  geometrical 
arrangement. 

The  arrangement  of  roads  spoken  of  in  the  text  would  not,  as  a 
matter  of  fact,  beat  all  like  that  of  the  veins  of  a  leaf,  or  of  arteries 
or  boughs.  Although  these  biological  systems  branch  at  many 
points  they  have,  I  believe,  but  one  center,  but  one  destination  for 
the  movements  inward  from  the  circumference — as  the  heart  in  the 
circulatory  system.  The  other  parts  do  not  communicate  with  one 
another  directly,  but  through  the  heart.  Hence  these  systems  are 
simple  and  the  only  object  of  their  arrangement  is  ready  access  to 
the  one  center.  But  social  circulation  is  highly  complex  and  has 
thousands  of  centers  variously  subordinated  to  one  another.  Every 
village  is  the  center  of  a  movement  of  its  own— a  little  heart  by 
itself.  Towns  of  the  second  rank  do  not  communicate  with  one 
another  solely  through  some  great  city  to  which  they  are  tributary, 
they  also  communicate  directly.  So  with  every  part  of  the  system* 
The  result  is  not  a  one-centered  but  a  many-centered  arrangement, 
which  may  yet  have  a  certain  unity  arising  from  the  subordination 
of  small  centers  to  large  ones. 
Compare  Jenks, '  'Road  Legislation  for  the  American  State,"  40  et  seq. 
[In  Publications  of  the  American  Economic  Association,  vol.  iv.] 
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ciples  at  work  in  determining  the  plan  of  streets, — 
the  branched  or  radial  principle,  which  is  the  most 
convenient  from  the  point  of  view  of  transportation, 
and  the  rectangular  arrangement  in  blocks,  which  is 
the  most  convenient  from  the  point  of  view  of  archi- 
tecture, building,  and  the  measurement  and  allotment 
of  land.  There  are  few  cities  that  do  not  show  traces 
of  both  principles.  The  branched  plan  is  seldom 
carried  out  in  detail,  in  the  arrangement  of  minor 
streets,  but  it  often  clearly  appears  in  the  general 
plan  of  the  city,  in  the  convergence  of  important 
streets  at  one  or  more  centers. 

There  is  a  marked  difference  in  plan  between  old 
cities  of  slow  and  natural  growth  and  the  quickly 
made  cities  of  our  western  states.  In  the  former 
the  radial  principle  predominates,  in  the  latter  the 
rectangular.  Thus  the  older  part  of  Boston,  whose 
streets  are  said  to  have  been  laid  out  by  the  cows, 
offers  an  almost  perfect  example  of  radial  arrange- 
ment. It  is  unjust  to  the  cows  to  imagine  that  these 
streets  have  no  plan;  they  have  one,  but  it  is  not  the 
one  to  which  we  are  most  accustomed.  In  Chicago, 
on  the  other  hand,  the  only  trace  of  radial  arrange- 
ment is  found  in  a  few  streets  and  avenues  that  cut 
diagonally  through  the  otherwise  rectangular  plan. 
These  avenues  seem  to  mark  the  site  of  country  roads 
that  existed  before  the  city,  as  it  now  is,  was  laid 
out.  European  cities  show  in  nearly  all  cases  a  deci- 
dedly radial  plan  of  streets.  In  some  it  is  obscured 
by  various  causes,  as,  for  example,  a  hilly  site,  a 
river  traversing  the  city  in  an  irregular  manner,  the 
existence  of  several  centers  instead  of  one.  But  even 
in  those  cases  where  a  first  glance  seems  to  show 
only  confusion,  closer  scrutiny  reveals  a  marked  con- 
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vergence  toward  one  or  more  central  points.  Among 
great  capitals  Paris  and  Vienna  offer  in  their  general 
plans  excellent  illustrations  of  radial  arrangement. 

A  like  difference  in  plan  can  usually  be  seen  where 
old  cities  have  been  enlarged  by  the  building  of  mod- 
ern suburbs.  The  newer  quarters  can  almost  always 
be  distinguished  from  the  old  merely  by  looking  at 
the  map  and  noting  where  an  irregular  branched  ar- 
rangement prevails  and  where,  on  the  other  hand, 
there  are  square  corners  and  regular  blocks.  Newly 
built  suburbs  of  European  cities  are  usually  as  rec- 
tangular as  Chicago. 

The  cause  for  this  variety  in  arrangement,  this  dif- 
ference between  old  cities  and  new  as  to  the  degree 
in  which  the  geometrical  requirements  of  transporta- 
tion are  met,  is  not  far  to  seek.  Where  growth  is 
gradual  and  arrangement  unpremeditated,  where 
paths  gradually  become  roads  and  roads  after  a  long 
course  of  time  develop  into  city  streets,  where,  in 
other  words,  the  city  is  laid  out  without  regard  to  the 
requirements  of  building  and  convenient  allotment, 
the  natural  arrangement  prevails.  On  the  other  hand, 
when  the  arrangement  is  planned  beforehand  the  rec- 
tangular arrangement  is  chosen  as  the  more  conven- 
ient. The  city  of  Washington  offers  an  excellent  ex- 
ample of  the  deliberate  and  scientific  reconciliation 
of  the  two  ideas.  To  a  plan  generally  rectangular  is 
added  a  system  of  diagonal  avenues  having  their 
principal  point  of  convergence  at  the  national  Capitol.^ 

The  most  general  and  permanent  classification  of 
the  mechanism  of  transportation  is  that  of  way,  ve- 

^It  is  not  unlikely  that  the  convenience  \vith  which  radial  streets 
may  be  swept  by  cannon  planted  at  their  center  was  considered  in 
the  planning  of   Washington.     But  not  all  of  the  diagonal  streets, 
lead  to  the  Capitol. 
2 
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hide,  and  motive  force.  These  elements  are  very 
generally  present  in  all  transportation,  though  strictly 
speaking  the  last  is  the  only  one  absolutely  essential. 
Movement  cannot  be  conceived  as  taking  place  with- 
out the  application  of  force.  But  if  we  mean  by  way 
a  specialized  path  over  which  the  resistance  to  move- 
ment is  artificially  diminished,  it  is  clear  that  it  is 
not  an  indispensable  element  in  transportation.  Mar- 
itime commerce,  for  example,  can  hardly  be  said  to 
make  use  of  a  way  in  this  sense,  except  as  it  uses  ar- 
tificial channels  and  harbors.  So  with  the  movement 
of  caravans  across  the  desert.  On  the  other  hand, 
the  way  may  take  such  a  form  as  entirely  to  absorb 
the  vehicle  and  leave  the  latter  no  separate  existence. 
Thus  an  aqueduct,  or  a  pipe-line  for  the  conveyance 
of  oil,  requires  no  distinct  vehicle  whatever. 

The  Way  grows  out  of  the  necessary  relation  of 
transportation  to  the  surface  of  the  earth,  and  by  the 
varying  nature  of  that  surface  its  character  at  any 
particular  time  and  the  course  of  its  development  are 
very  largely  determined.  From  this  underlying  rela- 
tion comes  the  close  connection  between  the  study 
of  transportation  and  that  of  physical  geography. 
One  cannot  hope  to  understand  transportation  with- 
out at  the  same  time  understanding  the  geographical 
facts  that  condition  it.  And  as  these  geographical 
facts  are  permanent,  relatively  at  least  to  the  social 
facts  w^hich  the  study  of  transportation  must  also  em- 
brace, a  theory  of  their  influence  forms  the  ground- 
work of  the  theory  of  transportation. 

This  geographical  relation  suggests  a  third  general 
test  of  the  efficiency  of  transportation  in  addition  to 
the  tests  of  speed  and  economy  already  mentioned. 
This  is  the  degree  of  independence  of  natural  fea- 
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tures  attained  in  the  location  of  the  way.  The 
matter  is  one  not  only  of  quicker  and  more  econom- 
ical movement,  but  of  making  speed  and  economy 
available  in  new  places.  A  great  part  of  the  me- 
chanical progress  of  transportation  is  in  extending 
it  to  portions  of  the  earth's  surface  before  com- 
paratively inaccessible. 

Vehicle  and  Motive  Force  may  be  looked  upon  as 
the  instruments  by  which  force,  drawn  from  one  or 
other  of  those  primary  sources  to  which  man  has  ac- 
cess, is  organized  and  made  to  serve  the  uses  of  trans- 
portation. In  the  earlier  development  of  conveyance 
the  force  employed  is  that  supplied  by  nature  in  some 
immediate  and  obvious  form — man's  own  physical 
strength,  the  strength  of  beasts  of  burden,  the  force 
of  tides,  currents  and  winds.  Progress,  from  this 
point  of  view,  consists  chiefly  in  the  employment  of 
greater  forces  and  in  utilizing  them  more  economi- 
cally. Especially  does  progress  consist  in  the  econ- 
omy of  the  forces  of  man  himself  and  in  an  increas- 
ing use  of  other  agents.  On  this  side  the  study  of 
transportation  is  closely  connected  with  that  of  tech- 
nical development  in  general. 

The  immediate  object  of  transportation  with  ref- 
erence to  the  physical  features  of  the  earth's  surface 
is,  then,  to  overcome  natural  obstacles  by  making  use 
of  natural  forces.  These  obstacles  and  forces,  as  its 
deepest-seated  and  most  permanent  conditions,  form 
a  basis  for  the  various  kinds  of  conveyance  actually 
met  with  in  history.  The  division  into  land  and  water 
movement,  and  the  classification  of  obstacles  by  land 
and  water  are  fundamental  to  the  study  of  the  sub- 
ject, while  the  investigation  of  the  various  forces 
that  have  been  utilized  and  the  manner  of  their  utili- 
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zation  in  overcoming  obstacles,  is  equivalent  to  study- 
ing the  mechanical  development  of  transportation. 

In  the  three  chapters  following  I  propose  to  offer 
the  outline  of  a  theory  of  this  mechanical  develop- 
ment. 


CHAPTER  II. 

THE  RELATION  OF   LAND  TRANSPORTATION 
TO  PHYSICAL  CONDITIONS. 

In  speaking  of  the  obstacles  to  movement,  we  have 
to  remember  that  the  question  whether  any  particular 
feature  is  an  obstacle  or  not  is  purely  a  relative  one. 
In  going  down  hill,  a  level  place  in  the  road  is  an 
obstacle  ;  so  is  a  stretch  of  still  water  to  a  boat  float- 
ing with  the  current.  An  obstacle  is  simply  some-- 
thing  that  offers  more  resistance  to  movement  than 
other  parts  of  the  surface  that  are  compared  with  it. 
In  this  sense  the  chief  obstacles  to  movement  by  land 
are  the  following: 

Mountains,  mountain  ranges,  hills,  and  all  inequali- 
ties of  the  surface.  Generally  speaking,  the  higher, 
the  steeper,  the  sharper  at  their  summits,  and  the 
more  extensive  and  continuous  these  mountains,  hills 
and  inequalities  are,  the  more  formidable  obstacles 
they  make. 

Forests,  thickets,  and  other  vegetable  growth  large 
enough  to  hinder  movement. 

Marshes,  bogs,  mud,  or  other  softening  of  the  sur- 
face by  water,  whether  permanent  or  existing  only  at 
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seasons  of  rain  or  inundation:  also,  sandy  or  other 
yielding  surfaces  not  caused  by  water. 

Rivers,  streams,  lakes,  estuaries,  etc. 

Unfavorable  climate,  extreme  heat  or  cold,  danger- 
ous storms,  lack  of  water,  of  pasturage,  or  of  other 
supplies. 

Looking  at  the  same  facts  from  another  point  of 
view,  we  may  class  many  natural  features  as  facilities 
for  transportation.  They  rank  as  such,  of  course, 
relatively  to  the  obstacles  enumerated.     Thus  : 

A  dry  surface  and  climate — provided  the  dryness 
of  the  surface  does  not  go  so  far  as  to  make  a  sandy 
desert,  nor  the  dryness  of  the  climate  become  so  great 
as  to  cut  off  supplies  of  food  and  Avater.  A  dry 
climate  is  favorable  to  transportation  in  its  early  de- 
velopment, not  only  because  of  freedom  from  mud 
and  marshes,  but  also — and  still  more — for  the  follow- 
ing indirect  results  :  It  diminishes  the  number  and 
size  of  streams  ;  it  hinders  the  formation  of  gullies 
and  other  lesser  and  sharper  inequalities  of  the  surface 
due  to  the  action  of  the  water  ;  it  renders  impossible 
the  growth  of  large  vegetation. 

Steppes  and  other  treeless  regions,  however  caused, 
and  whether  level  or  not. 

In  northern  regions  the  formation  of  ice  and  snow 
facilitates  movement. 

These  natural  obstacles  and  these  natural  facilities 
are  the  basis  of  the  development  of  roads  in  respect 
both  to  construction  and   to  location  and  direction. 

Herbert  Spencer,  in  his  "Descriptive  Sociology," 
presents,  among  a  great  number  of  important  and 
well  arranged  facts,  some  interesting  details  re- 
specting road-making  among  savage  and  barba- 
rous peoples.^     We   see    here   that,  even  under   the 

^No.  5,  p.  49;  no.  4,  p.  :]9;  no.  6,  p.  4G. 
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most  primitive  conditions,  the  existence  of  streams, 
bogs,  mountains  and  thickets  leads  to  the  devising 
and  construction  of  artificial  ways.  We  have 
modern  appliances  represented  by  their  proto- 
types. Of  bridges,  the  two  chief  types — the 
girder  and  the  suspended  bridge — are  represented, 
the  former  by  the  single  log  felled  across  the  stream, 
the  latter  by  a  great  variety  of  swinging  devices  con- 
structed of  bamboos,  creeping  plants,  etc.  Some  of 
these  latter  are  of  surprising  length.  So.  in  northern 
India,  and  doubtless  elsewhere,  bridges  are  built  on 
the  balanced  or  cantilever  principle.^  Swamps  are 
passed  at  first  by  paths  made  of  branches  strewn 
upon  the  surface,  or  by  logs  laid  either  end  to  end  or 
crosswise  ;  later,  or  perhajos  in  more  open  or  stony 
regions,  rude  stone  causeways  are  employed  :  openings 
are  cut  through  the  jungle,  and  the  convenience  of 
zigzag  paths  in  surmounting  steep  mountain  sides  is 
well  understood. 

In  the  location  of  ways  we  see  the  same  intimate 
dependence  upon  natural  conditions.  Mountain 
passes,  for  example,  must  always  be  important 
elements  in  land  transportation.  There  are  cer- 
tain passes  in  Central  Asia-  which  have  always 
exercised  a  controlling  influence  in  that  quarter, 
from  the  remote  period  when  the  Asiatic  land  trade 
was  the  most  important  commerce  in  the  world  down 
to  the  present  time.  So,  to  take  a  recent  instance, 
the  Allegheny  range  did  much  to  determine  the 
course  of  railway  development  in  the  United  States, 
particularly  in  delaying  the  building  of  lines  west 
of  that  range  and  in  causing  the  earliest  route  to 

'Powell,  "Punjab  Manufactures,"  333. 

^As  that  leading  from  Bokhara  eastward  into  the  Gobi  region. 
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take  a  northerly  and  comparatively  indirect  route 
westward.  And  roads  of  all  kinds,  in  all  periods, 
have  shown  a  marked  tendency  to  follow  the  valleys 
of  rivers  and  streams,  as  offering  the  best  natural 
])athway  among  the  inequalities  of  the  surface. 

We  may  find  in  natural  conditions  a  reason  for  the 
early  and  splendid  development  of  land  commerce  in 
Asia.  If  one  considers  the  obstacles  and  facilities 
above  enumerated,  he  must  perceive  that  a  dry  climate 
and  a  treeless  surface,  not  entirely  destitute  of  pastur- 
age and  water,  are  conditions  peculiarly  favorable. 
These  conditions  exist  in  a  remarkable  degree  over  a 
great  part  of  western  Asia.  The  whole  region,  except- 
ing a  few  fertile  river  valleys,  is  arid,  and,  therefore, 
treeless.  Yet  it  is  by  no  means  uninhabitable.  Though 
there  are  vast  areas  of  absolute  desert,  there  are  areas 
still  vaster  that  afford  sufficient  water  and  pasturage 
to  supply  the  small  needs  of  the  camel,  or  even  to 
support  horses  and  oxen.  These  steppes,  then,  or 
arid  pasture  land,  and  the  borders  of  the  desert,  were 
the  highways  of  a  primitiv^e  commerce,  employed 
for  this  purpose  earlier,  apparently,  than  the  sea,  and 
certainly  exhibiting  a  development  of  land  convey- 
ance greater  than  any  that  existed  elsewhere  until 
recent  times. ^  The  natural  aptitude  of  the  surface  for 
transportation  appears  to  be  one  of  the  reasons  why 
this  region  of  the  'globe  was  the  seat  of  the  earliest 
civilizations. 

'Heeren's  well-known  work,  "Researches  into  .the  Politics,  In- 
tercourse and  Trade  of  Ancient  Nations,"  is  still,  I  believe,  the 
most  complete  and  satisfactory  treatment  of  ancient  commerce 
and  transportation.  It  is  certainly  the  most  interesting  that  I 
have  been  able  to  find.  He  holds  [Introduction]  that  the  Asiatic 
land  trade  remained  the  most  important  commerce  in  the  world 
down  to  the  discovery  of  America.  References  are  to  the  transla- 
tion published  at  Oxford  in  183o. 
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It  is  not  proposed  to  trace  the  technical  history  of 
roads  from  these  beginnings,  or  to  show  in  detail  the 
manner  in  which  their  location  and  construction 
have  been  determined  by  natural  conditions.  This 
important  and  little-explored  field  of  study  is  much 
too  wide  for  this  essay;  what  I  shall  offer  in  this 
connection  will  be  based  rather  upon  an  analysis  of 
motive  forces. 

If  we  look  at  land  transportation  from  the  point 
of  view  of  the  natural  forces  utilized  in  overcoming 
natural  obstacles  we  may  perceive  certain  steps  in 
development  succeeding  one  another  in  a  natural 
order  that  would  probably  be  found  to  correspond  to 
the  historical  order  did  history  go  back  far  enough 
to  reveal  the  latter.  The  first  force  employed  is  the 
physical  strength  of  man  himself,  the  second  is  the 
physical  strength  of  the  beasts  that  he  subjects  to 
his  service.  This  is  first  utilized  directly  by  placing 
burdens  on  the  back,  and  later,  indirectly,  by  means 
of  wheeled  or  sliding  vehicles.  And  finally  we  have 
the  use  of  the  chemical  forces  stored  up  in  coal  and 
changed  over  into  mechanical  power  through  the 
mediation  of  steam,  electricity,  etc.  The  successive 
use  of  these  various  forces  indicates  in  a  general 
way  the  mechanical  progress  of  transportation. 

An  instance  of  the  general  use  of  human  strength 
for  the  purposes  of  land  transportation  is  that 
afforded  by  the  American  continent  at  the  time  of 
its  discovery  by  Europeans.  The  natives  were  for 
the  most  part  quite  ignorant  of  the  use  of  beasts 
of  burden;  indeed,  the  fauna  of  the  continent  was 
almost  without  species  suitable  for  such  a  use. 
The  Peruvians  alone,  it  appears,  possessed  a  burden- 
bearing  animal — the  llama,  a  sort  of  dwarf  camel, 
hardly  larger  than  a  sheep. 
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The  best  example  of  a  high  development  in  this 
sort  of  transportation  is  that  of  ancient  Mexico.' 
Mexico  was  an  empire  not  only  populous,  powerful 
and  of  wide  extent,  but  distinctly  commercial  in 
character,  much  more  so,  certainly,  than  Peru.  This 
fact  is  the  more  notable  as  it  is  not  to  be  explained 
by  the  existence  of  any  great  amount  of  transporta- 
tion by  water.  There  was,  indeed,  a  very  active 
movement  of  small  craft  on  the  lake  of  Mexico  and 
about  the  canals  of  the  important  cities  built  upon 
its  shore.  Fuel  and  building  materials  for  the  use 
of  the  capital  were  brought  in  this  way,  as  well  as 
most  of  its  food  supply.  But  there  was  also  an 
extensive  land  commerce,  the  most  extensive,  prob- 
ably, that  has  ever  been  carried  on  without  the  use 
of  beasts  of  burden  or  the  more  modern  appliances 
that  have  partly  superseded  them.  The  most  prim- 
itive form  of  land  transportation  is  here  seen  in  its 
highest  historical  development.  The  Mexican  mer- 
chants traveled  about  the  country  with  large  numbers 
of  porters  who  formed  a  separate  class  or  guild  and 
served  as  soldiers  when  occasion  demanded  that  the 
interests  of  trade  be  advanced  by  force.  Their  load 
was  fift}^  or  sixty  pounds  and  they  traveled  about 
fifteen  miles  a  day.  As  all  readers  of  Prescott  will 
remember,  the  lagoons  and  low  ground  about  the 
city  of  Mexico  were  crossed  by  long  causeways. 
These  appear  to  have  been  the  beginning  of  sub- 
stantial foot  roads  that  connected  the  various 
provinces  of  the  empire  with  the  capital.  These 
main  roads  were  repaired  yearly  and  were  provided 
with   many   wooden   bridges   and    some   stone   ones. 

^See  the  extracts  from  various  writers  collected  in  "Descriptive 
Sociology,"  no.  2,  pp.  54,  60,  etc. 
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The  lesser  roads  were  probably  mere  paths  with  few 
bridges.  The  greatest  attainment  in  the  matter  of 
speed  was  that  of  the  imperial  post,  which  is  thus 
described  by  Clavigero:^  "*  *  ^''  there  were  upon 
all  the  highways  of  the  kingdom  certain  little  towers 
about  six  miles  distant  from  each  other,  where  car- 
riers were  always  waiting  in  readiness  to  set  out 
with  despatches.  As  soon  as  the  first  courier  was 
sent  off  he  ran  as  swiftly  as  he  could  to  the  first 
stage  or  little  tower,  where  he  communicated  to 
another  his  intelligence,  and  delivered  to  him  the 
paintings  which  represented  the  news  '■''  *  '^ 
The  second  courier  posted  without  delay  to  the  next 
stage  or  little  tower,  and  thus  by  a  continuous  and 
uninterrupted  speed  of  conveyance,  intelligence  was 
carried  so  rapidly  from  place  to  place,  that  some- 
times, according  to  the  affirmations  made  by  several 
writers,  it  reached  the  distance  of  three  hundred 
miles  in  one  day."  Commodities  as  well  as  news 
were  sometimes  carried  in  this  way,  as  fresh  fish, 
brought  from  the  gulf  of  Mexico  for  the  emperor's 
table. 

There  was  a  similar  but  even  more  elaborate  postal 
system  in  Peru;-  indeed  there  are  also  examples  of  a 
foot  post  of  this  general  type  in  the  early  history  of 
the  nations  of  the  eastern  hemisphere."' 

The  point  chiefly  to  be  noted  here  is  that  the  lack 

of  natural  species  suitable  to  burden-bearing  was  an 

unfavorable  condition  of  the  greatest  moment  in  the 

development  of  transportation  among  the  primitive 

races  of  w^iat  we  call  the  new  world.     No  one  can 

1"  History,"  bk.  vii,  chap.  12. 
^"Descriptive  Sociology,"  no.  2,  p.  54. 

^Marco  Polo's  "Travels,"  Yule's  ed.  i,  421-424;  Kaempfer's 
"History  of  Japan,"  bk.  v,  chap.  4. 
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say  whether  their  history  might  not  have  been  quite 
different  had  nature  supplied  them  with  servants  as 
well  suited  to  the  western  country  as  the  camel  or 
the  horse  was  to  the  eastern. 

A  second  chapter  in  the  mechanical  development 
of  land  transportation  opens  with  the  subjugation 
and  use  of  the  beasts  of  burden.  It  describes  a  state 
intermediate  between  that  just  spoken  of  and  the 
one  that  comes  in  with  the  general  use  of  wheeled 
vehicles.  The  use  of  pack  animals  means,  generally 
speaking,  a  great  advance  in  transportation  as 
measured  by  efficiency  in  the  matters  of  speed, 
economy  of  force  or  cheapness,  and  mastery  of 
natural  obstacles.  Their  possession  is  a  favoring 
circumstance  which,  though  not  of  itself  sufficient 
to  raise  a  people  from  savagery,  is  yet  an  incalcu- 
lable advantage  in  the  development  of  transportation 
and  of  the  other  forms  of  social  progress  dependent 
upon  it.  The  fact  that  the  Mexicans  did  so  well 
without  this  advantage,  and  even  arrived  at  a  con- 
siderable land  commerce,  is  a  phenomenon  as  unique 
as  it  is  interesting. 

The  natural  forces  that  are  now  exploited  are  those 
of  certain  beasts  of  burden — the  camel,  the  horse, 
the  ass,  the  ox,  the  elephant,  the  reindeer,  etc. — ani- 
mals which  were  the  servants  of  man  in  the  eastern 
hemisphere  for  untold  ages  before  the  opening  of 
history.  They  represent  a  natural  or  biological 
specialization  of  energy  with  particular  reference  to 
the  overcoming  of  natural  obstacles  to  movement. 
Thus  the  camel,  which  occupies  the  most  conspicuous 
and  honorable  position  of  all  in  the  primitive  develop- 
ment of  land  transportation,  has  peculiar  adaptations 
to  that  part  of  the  earth's  surface  where  trade  first 
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arose.  He  is  supposed  to  have  been  a  native  of  the 
deserts  of  southwestern  Asia,  where  he  doubtless 
acquired  these  adaptations  by  the  unremitting  opera- 
tion of  the  principle  of  the  survival  of  the  fittest. 
He  has,  for  example,  certain  pouches  in  his  stomach 
in  which  a  reserve  supply  of  water  is  stored,  one  or 
more  fatty  humps  on  his  back  which  serve  in  some 
measure  as  a  reservoir  of  food,  a  broad,  elastic  pad 
on  the  foot  to  prevent  his  sinking  in  the  sand,  and 
nostrils  that  he  can  close  at  will  against  the  sand- 
storm. He  is  also  a  frugal  animal,  supporting  him- 
self at  need  on  the  dry  vegetation  of  the  desert.  By 
virtue  of  these  various  special  capacities  he  serves  as 
a  means  of  conveyance  across  long  reaches  of  abso- 
lute desert,  and  can  readily  go  three  days  at  a  time 
under  burden  without  water,  maintaining  his  ordi- 
nary speed  of  twenty-five  miles  a  day. 

The  importance  of  the  camel,  regarded  as  a  motive 
force  for  transportation,  was  great  indeed  during  the 
rise  of  the  earliest  civilizations.  He  and  he  alone 
made  his  native  plains  and  deserts  the  highway  of 
international  commerce,  and  their  borders  the  earliest 
seat  of  commercial  civilization.  It  is  obvious,  with- 
out going  into  the  subject  in  detail,  that  the  other 
animals  mentioned  have  also  forces  adapted  in  a 
peculiar  manner  to  the  surmounting  of  natural 
obstacles.  The  camel  may  serve  as  example,  since 
during  the  period  when  the  sort  of  transportation 
under  discussion  was  more  important  than  any  other 
he  was  the  chief  means  by  which  it  was  carried  on. 

Following  the  division  already  suggested  we  may 
say  that  the  use  of  wheeled  vehicles  as  a  means  of 
economizing  the  strength  of  domestic  animals, 
changing  them  from  beasts  of  burden  to  beasts  of 
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draft,  marks  another  period  in  the  mechanical  devel- 
opment of  transportation.  This  change  took  place 
on  the  longer  and  more  important  routes  only  in 
modern  times,  and  in  many  cases  was  never  accom- 
plished; carriage  upon  pack-saddles  either  continuing 
down  to  the  present  time,  as  on  many  important 
lines  of  trade  in  Asia,  or  ceasing  only  upon  the  con- 
struction of  railways.  The  reason  for  this  tardiness 
is  not  to  be  found  in  the  backwardness  of  invention 
or  mechanical  skill,  as  might  be  supposed.  The 
ancient  Egyptians  were  excellent  wheelwrights  and 
constructed  war  chariots  with  such  skill  and  nicety 
that  although  strong  enough  for  the  purposes  of  war 
they  were  so  light  as  easily  to  be  carried  by  a  single 
man.^  The  difficulty  lay  rather  in  the  construction 
of  roads,  in  the  great  labor  required  to  build  over 
mountain  ranges  and  other  natural  impediments  a 
track  wide  and  level  enough  for  the  convenient  use 
of  wheeled  vehicles.  Given  a  suitable  road  and  the 
wheeled  vehicle  effects  a  great  economy  of  energy; 
without  such  a  road  it  is  worse  than  useless.  For 
this  reason,  apparently,  carts  and  wagons  came  into 
use  for  local  conveyance  in  level  countries  long 
before  they  were  employed  for  those  longer  move- 
ments which  must  in  most  cases  traverse  mountain 
ranges  and  other  formidable  obstacles.  Egypt,  India, 
China,  have  known  the  use  of  carts  from  great 
antiquity;-  while  the  ancient  Scythians  or  Tartars 
pitched  their  tents  upon  ponderous  wagons,  one  of 
which  sometimes  required  over  twenty  oxen  to  draw 
it.^     But  the  use  of  the  pack-saddle  was  universal 

^Wilkinson's  "  Manners  and  Customs  of  the  Ancient  Egyptians," 
Birch's  ed.  i,  p.  227  ct  seq. 

^Compare  Wilkinson's  "  Ancient  Egyptians,"  i,  249. 

•■'Herodotus,  Tok.  iv,  chap.  46,  Rawlinson's  ed.;  Marco  Polo's 
"  Travels,"  Yule's  ed.,  i.  245  et  seq. 
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upon  tlie  longer  routes  of  land  transportation  from  the 
earliest  times  down  to  a  period,  beginning  in  the 
seventeenth  century  and  continuing  into  the  nine- 
teenth, during  which  the  nations  of  western  Europe 
developed  a  system  of  good  roads.  This  building  of 
good  roads  made  possible  the  rapid  improvement  in 
vehicles  and  the  rest  of  the  technique  of  transporta- 
tion which  accompanied  and  followed  it. 

The  fourth  or  modern  period  need  not  to  be  dwelt 
upon  at  length  in  this  connection.  Its  fundamental 
characteristic  is  the  employment  of  a  new  natural 
force,  the  chemical  energy  stored  up  by  the  sun  in 
coal.  The  situation  of  coal  mines  now  enters  among 
the  important  natural  factors  in  the  development  of 
transportation.  Mountain  ranges  and  rivers  have 
not  lost  their  significance  as  natural  obstacles,  but 
that  significance  is  greatly  diminished.  Speed, 
economy  and  independence  of  the  irregularities  of 
the  earth's  surface  have  within  a  brief  period  made 
such  progress  as  to  cause  all  previous  attainment  to 
appear  insignificant.  Those  natural  obstacles  and 
forces  that  once  dominated  all  movement  by  land  are 
now  of  secondary  importance. 


CHAPTER  III. 

WATER   CARRIAGE   AS    RELATED    TO 
PHYSICAL    CONDITIONS. 

Although  the  water  presents  none  of  those  per- 
manent inequalities  of  surface  that  are  such  impor- 
tant elements  in  all  movement  by  land,  it  yet  offers 
a  natural  diversity  which  results    in    obstacles  and 
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facilities  of  another  sort.  Among  conditions  which 
may  seriously  impede  movement  by  water  are  the 
following: 

Currents,  whether  caused  by  the  regular  flow  of 
rivers,  by  tides,  or  by  the  movements  of  the  deep 
sea;  winds,  waves,  rocks,  shallows,  isthmuses, 
islands,  etc.;  the  lack  of  food,  water  and  other 
supplies  at  sea,  and  the  difficulty  of  guidance. 

There  is  a  distinction  between  these  obstacles  and 
those  by  land  in  the  fact  that  while  the  latter  remain 
obstacles  at  all  stages  of  development,  although  their 
importance  may  greatly  diminish,  the  former  are  in 
great  part  natural  forces — winds  and  currents — 
which  may  bo  converted  into  facilities  under  favor- 
able circumstances.  Rocks,  shallows  and  other 
projections  of  the  land  into  the  water  always,  how- 
ever, remain  serious  hindrances  to  water  movement, 
except  in  so  far  as  they  may  help  to  form  harbors. 
The  dredging  of  rivers  and  harbor  channels,  the 
cutting  of  canals  across  isthmuses  and  the  like,  the 
placing  of  beacons,  light-houses  and  buoys  to  mark 
the  site  of  rocks,  have  always  made  an  important 
part  of  the  technique  of  water  transportation.  So 
waves,  considered  apart  from  the  winds  that  cause 
them,  are  a  distinctly  unfavorable  condition,  while 
the  fact  that  the  sea  cannot  be  depended  on  for 
food,  drinking  water,  or  fuel,  now  as  always  imposes 
conditions  and  limitations  upon  conveyance  by 
water.  Winds  and  currents,  on  the  other  hand, 
serve  as  motive  forces  as  well  as  obstacles,  and 
the  technical  progress  of  water  transportation  is 
indicated  in  some  measure  by  the  skill  with  which 
they  are  utilized. 
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In  marking  off  steps  in  the  development  of  water 
transportation  the  following  is  a  convenient  divi- 
sion: First,  the  period  of  river  transportation; 
second,  that  of  the  navigation  of  coasts;  third,  of 
the  open  sea  by  sailing  vessels;  fourth,  the  modern 
period  of  steam  propulsion.  These  correspond  in  a 
general  way  to  a  different  utilization  of  natural 
forces.  Thus  while  navigation  was  confined  to 
rivers,  men  made  use  chiefly  of  currents,  river  or 
tidal,  and  of  their  own  strength  put  forth  by  means 
of  paddles  and  the  like,  though  the  use  of  sails  was 
not  unknown.^  When  they  ventured  out  along  the 
sea-coast  and  traversed  pretty  freely  such  enclosed 
waters  as  the  Mediterranean  sea,  sailing  became 
very  important,  but  the  skill  attained  was  not  such 
as  to  enable  the  navigator  to  sail  to  windward 
and  thus  turn  the  wind  against  itself.  Oars  retained 
their  importance,  and  sails  were  set  only  when  the 
wind  was  in  a  favorable  direction.  But  with 
voyaging  on  the  high  seas  came  the  developmejit  of 
scientific  navigation  and  the  abandonment  of  human 
strength  as  a  direct  means  of  propulsion.  And  in 
the  latest  stage  we  have  the  utilization  of  the  energy 
confined  in  coal. 

As  an  open,  pastoral  country  offers  the  most 
favorable  natural  conditions  for  primitive  land  con- 
veyance, so  a  river  whose  current  is  not  too  swift  nor 
broken  by  many  rapids  or  waterfalls  favors  the 
beginnings  of  water  transportation.  Such  early 
movements  of  trade  as  were  not  in  pastoral 
countries  appear  to  have  been  determined  by  the 
course  of  rivers.     Thus  Egypt  and  Babylonia  were 

^For  primitive  boats  see  the  various  volumes  of  "Descriptive 
Sociology"  under  "implements." 
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on  great  rivers;  so  were  the  civilizations  of  India, 
while  the  maonificent  rivers  of  China  probably 
presented  until  the  present  century  the  spectacle 
of  the  greatest  river  traffic  in  the  world.  It  would 
be  vain,  I  think,  to  look  for  an  early  example  of  any 
considerable  progress  in  civilization  in  an  inland, 
forest-bearing  region  off  the  course  of  large  rivers. 
Such  regions,  which  occupy  a  great  part  of  the 
earth's  surface,  must  await  the  development  of  mod- 
ern means   of  land  movement. 

Rafts  and  similar  appliances  for  floating  loads 
downward  Avitli  the  current  were  without  doubt  the 
first  vehicles  of  water  transportation.  Where  currents 
are  very  swift  or  where,  as  in  the  case  of  lumber, 
floating  is  peculiarly  convenient,  this  sort  of  trans- 
portation long  remains  important.  The  building  of 
canoes — dug  out  from  logs  by  fire  or  tools,  or  formed 
of  bark  or  skins  stretched  over  a  frame — is  a  great 
advance  and  implies  the  ability  to  make  way  against 
the  current.  To  these  succeed  larger  river  boats 
such  as  have  been  in  use  for  thousands  of  years  on 
the  Nile,  the  Ganges,  and  the  Chinese  rivers.^ 

At  the  points  where  rivers  join  the  sea  there  are 
conditions  which  encourage  in  an  especial  manner 
the  progress  of  water  conveyance.  In  the  estuaries 
and  often  for  a  long  distance  up  the  river  there  are 
commonly  currents  each  way  caused  by  the  tides. 
Thus  commodities  may  be  moved  both  ways  by  the 
current  alone.  The  mouths  of  rivers  also  offer  the 
natural  starting  points  whence  river  trade  gradually 
spreads  out  and  becomes  coasting  trade.  These 
estuaries  form  a  natural   school   for   instruction  in 

^See  Wilkinson's  "Manners  and  Customs  of  the  Ancient 
Egyptians,"  ii,  205  et  seq.\  Gray's  "China,"  ii,  chap.  xxix. 
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maritime  arts  and  maritime  enterprise,  a  school 
whence  men  are  graduated  to  the  navigation  of 
larger  waters. 

It  is  clear  that  the  existence  of  a  great  inland  sea 
such  as  the  Mediterranean,  with  many  islands  and 
harbors  and  not  particularly  stormy,  offers  natural 
conditions  excellently  adapted  to  the  early  growth 
of  water  transportation.  As  a  matter  of  fact  this 
sea  was  the  principal  scene  of  the  movements  of 
vessels  from  the  earliest  times  to  the  discovery  of 
America. 

Another  favorable  natural  condition,  and  one  that 
had  great  influence  upon  early  trade,  is  the  existence 
of  periodical  winds,  especially  those  winds  that  blow 
one  way  at  one  season  and  the  opposite  way  at  another. 
The  monsoons,  which  have  this  peculiarity,  offer 
advantages  much  like  those  of  tidal  currents  near  the 
mouths  of  rivers.  If,  as  seems  almost  certain,  the 
earliest  ships  that  ever  braved  the  ocean  were  those 
that  traded  along  the  Asiatic  coast  from  the  mouth 
of  the  Indus  to  the  ports  of  the  Persian  gulf,'  one 
reason  for  this  priority  is  to  be  found  in  the  monsoons 
that  blow  along  that  coast. 

That  mastery  over  natural  conditions  implied  in 
the  free  navigation  of  the  open  sea  required  larger 
and  better  built  vessels  both  to  resist  the  fiercer 
storms  of  the  ocean  and  to  carry  ampler  supplies  of 
food  and  water ;  but  the  more  difficult  requirements 
were,  first,  to  find  some  force  that  should  enable  ves- 
sels to  make  way  against  adverse  winds  on  a  course 
where  there  were  no  harbors,  and,  second,  some  means 

^Heeren's  "Researches,"  Introduction,  xciii  et  seq.;  Duncker, 
"History  of  Antiquity,"  iv,  15;  Yeats,  "  Growtli  and  Vicissitudes 
of  Commerce,"  18. 
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of  guidance  across  the  trackless  water  when  the  stars 
were  obscured.  The  introduction  of  the  compass  and 
the  improvement  of  the  art  of  sailing  seem  the  two 
indispensable  technical  conditions  to  the  rise  of  mar- 
itime as  distinguished  from  inland  and  coasting  trans- 
portation. 

The  final  period  in  the  progress  of  water  transport- 
ation sees  the  casting  aside  of  winds  and  currents  as 
the  chief  means  of  propulsion  and  the  introduction  of 
an  entirely  new  force  that  renders  movement  by 
water,  both  in  direction  and  in  its  times  and  seasons, 
nearly  independent  of  natural  obstacles.  Winds, 
waves  and  currents  are  overcome,  or,  if  favorable, 
accepted  as  minor  aids. 


CHAPTER  IV. 

GENERAL  OBSERVATIONS  ON  THE  RELATION 

OF  TRANSPORTATION  TO  NATURAL 

CONDITIONS. 

Throughout  this  struggle  of  the  agents  of  trans- 
portation to  overcome  natural  obstacles  and  make  the 
best  use  of  natural  forces,  the  general  result  has  been 
a  continuous  if  not  steady  advance  in  the  funda- 
mental mechanical  requirements — speed,  economy 
and  independence  of  natural  obstacles.  Fully  to  de- 
velop the  ideas  above  suggested  would  be  to  write 
the  technical  history  of  transportation.  Every  change 
in  the  construction  of  the  way,  from  the  primitive 
track  through  the  jungle   to  the  most  elaborate  of 
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modern  systems  of  railway  construction,  has  its  defi- 
nite relation  to  physical  conditions  and  arises  out  of 
the  interaction  between  these  conditions  and  the  need 
for  various  sorts  of  transportation.  So  with  the  dif- 
ferent motive  forces  and  all  the  technique  of  their  use, 
from  the  direct  application  of  human  strength,  which 
characterizes  the  beginnings  both  of  land  and  water 
transport,  to  the  steam  engine  which  unites  them 
again  in  their  latest  attainment;  and  so  with  all  that 
relates  to  vehicles. 

A  fact  characteristic  of  all  this  development  is  that 
progress  in  one  sort  of  transportation  depends  in  some 
measure  upon  that  in  others  ;  that  there  is  a  general 
interdependence.  The  construction  of  wheels,  as  we 
have  seen,  was  well  known  in  antiquity,  but  they  did 
not  come  into  general  use  for  land  transportation  until 
modern  times,  and  then  only  in  certain  countries  ; 
the  use  of  wheels  had  to  await  better  roads.  So  in 
railways,  the  roads  are  fitted  to  the  vehicle,  the  ve- 
hicle to  the  roads,  and  both  to  the  motive  power. 
No  one  of  these  can  develop  independently.  Different 
kinds  of  land  transportation  depend  upon  one  another; 
the  traffic  of  city  streets  and  country  roads  could  not 
be  maintained  without  railroads,  nor  railroads  with- 
out it.  In  a  less  but  very  marked  degree,  land  and 
water  transport  are  mutually  dependent.  Steamship 
conveyance  would  probably  have  amounted  to  little 
without  the  contemporary  development  of  railroads, 
and  railroad  conveyance  certainly  could  not  be  what 
it  is  without  steamships. 

Another  fact,  familiar  in  experience  and  character, 
istic  of  the  whole  progress  of  transportation,  is  that 
the  newer  and  better  method  does  not  entirely  sup- 
plant the  old,  but  relegates  it  to  a  certain  limited 
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field.  Speaking  somewhat  broadly,  all  the  varieties 
of  transportation  that  ever  flourished  may  still  be 
found  at  the  present  day.  Human  strength,  both  on 
land  and  water,  still  serves  very  important  purposes 
of  conveyance  ;  porters,  row-boats,  canoes  and  the 
like  are  not,  and  probably  never  will  be,  dispensed 
with.  So  with  sailing,  in  all  stages  of  its  develop- 
ment, from  the  single  square  sail  of  woven  rushes  to 
the  full-rigged  ship.  Carriage  on  the  backs  of  beasts 
of  burden  is  still  much  in  use,  and  transportation  on 
common  roads  in  wagons  and  the  like  is  as  important 
in  its  way  as  that  of  railroads.  The  case  is  analogous 
to  the  familiar  fact  of  biology  that  numerous  stages 
and  types  of  development,  from  the  one-celled  animal 
or  plant  up  to  the  highest  forms,  are  represented  by 
surviving  species. 

Among  the  permanent  differences  between  the 
functions  of  land  and  water  carriage,  an  important 
one  is  that  which  arises  from  the  fact  that  men, 
speaking  generally,  do  not  live  upon  the  water;  it 
can  support  no  permanent  population  upon  its  sur- 
face. Water  transportation  is  therefore  always  a 
means  of  connecting  land  with  land.  There  is  on 
the  water  none  of  that  peculiar  radial  development 
of  local  transportation  that  is  so  marked  upon  land. 
Moreover,  since  as  a  rule  no  permanent  roads  can  be 
made  upon  the  water,  there  can  be  no  marked  ten- 
dency to  take  indirect  routes  simply  because  they  have 
already  been  used.  Another  difference  that  remains 
constant  throughout  the  history  of  transportation  is 
that  movement  by  water  is,  from  a  purely  mechan- 
ical point  of  view,  always  the  more  economical  of  the 
two.  That  is  to  say,  leaving  aside  the  questions  of 
speed    or   convenience,    the    movement   of   a   given 
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weight  or  bulk  for  a  given  distance  has  always 
required  less  force  by  water  than  by  land.  In  other 
words,  whenever  there  has  been  a  choice  between 
the  two,  water  transportation  has  been,  as  it  still  is, 
the  cheaper.  The  land  offers  far  greater  resistance 
to  movement.  Its  rough  and  refractory  surface  must 
be  subdued  at  great  expense.  If  at  any  period  land 
movement  has  had  precedence  it  must  have  been 
because  it  was  swifter,  or  because  waterways  were 
not  at  hand,  or  for  some  other  advantage  that  pre- 
vailed over  its  greater  expense  of  force. 

The  question  whether  land  or  water  transport  was 
the  more  important  at  various  epochs  is  difficult  or 
impossible  to  answer,  not  only  because  the  facts  are 
somewhat  obscure,  but  still  more  because  there  is  no 
simple  test  of  relative  importance.  Thus  land  trans- 
portation might  be  the  swifter  and  carry  the  greater 
value  of  goods  while  water  movement  was  cheaper 
and  carried  the  greater  bulk.  Moreover  the  real, 
that  is,  the  social  efficiency  of  transportation,  as  dis- 
tinguished from  the  mechanical,  is  relative  to  social 
conditions  and  not  easily  subject  to  measurement. 

The  weight  of  facts  seems  to  show  that  river  trans- 
portation and  land  carriage  upon  camels  and  other 
beasts  were  the  earliest  means  of  international  trade, 
and  that  maritime  commerce,  even  along  the  coasts, 
did  not  arise  until  a  much  later  period.  For  the 
belief  that  caravan  commerce  arose  before  the  coast- 
ing trade  the  chief  grounds  of  probability  are  the 
relatively  advanced  condition  of  the  arts  implied  in 
shipbuilding,  the  very  favorable  conditions  offered 
for  the  development  of  international  communication 
by  the  migratory  life  of  pastoral  nations,  and  other 
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considerations  of  a  similar  character.^  History  does 
not  answer  the  question,  since  its  very  dawn  saw  the 
areas  separating  the  civilizations  then  existing, 
whether  waters  or  arid  plains,  traversed  by  the  vehi- 
cles of  transportation — the  gulfs,  seas  and  rivers  by 
vessels,  the  deserts  and  steppes  by  caravans  of 
freighted  camels. 

The  caravan  movement  of  the  east  continued  to 
rival  in  importance  the  movement  by  water  until 
the  discovery  of  America;  and  if  we  regard  the  valu^ 
of  the  commodities  carried  it  was  up  to  this  time 
the  more  important  of  the  two.  The  discovery  of 
America  and  of  the  passage  to  India  around  the  Cape 
made  maritime  transportation  the  chief  agent  of 
international  communication.  From  this  time  down 
to  the  present  century  trade  by  sea  remained  very 
much  in  the  ascendant  and  land  movement  was  quite 
subordinate.  Readers  of  Macaulay-  or  of  Smiles^ 
will  remember  how  pitiful  was  the  condition  of  inland 
ways  in  England  even  in  the  eighteenth  century. 
The  most  striking  feature  of  the  present  development 
of  transportation,  as  regards  a  comparison  between 
land  and  water,  is  the  surprising  relative  increase  of 
the  land  movement. 

Canals,  which  have  not  been  specially  mentioned, 
may  be  regarded  as  a  branch  either  of  land  or  water 
transport  as  is  found  most  convenient.  Their  greatest 
historical  importance  was  during  the  period  just 
previous  to  the  rise  of  railways.  As  a  step  in  the 
overcoming  of  natural  obstacles  they  serve  to  extend 

^Heeren's  "Researches,"  Introduction.  Professor  Robertson 
Smith  is  perhaps  the  latest  and  best  authority  on  all  that  relates 
to  the  pastoral  nations  of  the  east. 

-"History  of  England,"  i,  chap.  iii. 

^ "Lives  of  the  Engineers,"  part  iii. 
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inland  the  cheapness  of  water  movement,  or  they 
shorten  old  water  routes  and  create  new  ones  by  cut- 
ting through  isthmuses  or  making  a  passage  for  ves- 
sels around  rapids  and  through  shallows. 


CHAPTER  Y. 

TRANSPORTATION  AND  ORGANIZED  SOCIETY, 
—GENERAL. 

The  character  of  transportation  as  a  whole  and  in 
detail,  at  any  particular  time  and  throughout  its 
history,  is  altogether  determined  by  its  inter-rela- 
tions with  physical  and  social  forces  and  condi- 
tions. To  understand  transportation  means  simply 
to  analyze  these  inter-relations.  So  far,  attention 
has  been  fixed  as  much  as  possible  on  the  simpler 
and  more  obvious  conditions,  the  physical.  We 
now  approach  the  more  complex  question  of  the 
social  relations  of  transportation. 

The  need  for  the  movement  of  things  and  persons 
underlies  every  sort  of  social  organization,  every  in- 
stitution whatever.  It  is  equally  necessary  to  that 
economic  organization  which  supplies  society  with 
food  and  other  material  goods,  and  to  those  psychical 
organizations,  the  church,  education,  research  and 
the  like,  which,  though  ideal  in  their  aims,  require 
material  instruments.  The  transfer  of  books,  of 
scientific  instruments  and,  above  all,  of  men  charged 
with  multifarious  social  functions,  is  as  necessary  to 
society  in  its  way  as  the  transfer  of  grosser  material 
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substances.  There  can  be  no  adequate  theory  of 
transportation  which  has  regard  only  to  some  one 
aspect  of  its  social  function,  as  the  economic  aspect. 
That  is  not  the  only  aspect,  nor  can  one  truly  say 
that  it  is  more  important  than  the  others.  All  are 
co-ordinate,  equally  indispensable  to  social  progress. 
Precisely  because  transportation  underlies  social 
development  it  is  in  turn  determined  by  that  devel- 
opment. It  is  a  tool  of  the  economic,  the  political, 
the  military  organizations,  and  the  character  of  the 
tool  varies  with  their  needs.  The  most  permanent 
conditions  of  its  progress  are  the  natural  obstacles  it 
has  to  overcome  and  the  natural  forces  it  employs  ; 
but  even  these  in  their  practical  bearings  are  relative 
to  social  development.  The  art  of  scientific  sailing 
converts  a  contrary  wind  from  an  obstacle  into  an 
assisting  force.  When  men  discover  how  to  utilize 
coal  through  steam  and  the  steam-engine,  it  is  as  if 
there  were  a  new  and  ample  creation  of  natural 
power.  The  natural  forces  were  always  there,  but 
they  exist  for  man  only  as  they  are  discovered  and 
used  by  art.  The  mechanical  arts,  again,  do  not  ad- 
vance in  an  accidental  manner,  but  are  intimately 
associated  with  economic  and  political  conditions  as 
well  as  with  the  progress  of  physical  science.  We 
have  the  railroad  not  only  because  of  the  ingenuity 
of  men  like  Stephenson,  but  because  the  great  econ- 
omic need  of  the  time  was  back  of  that  ingenuity 
urging  it  on.  The  chief  characteristic  of  the  economic 
revolution  begun  in  the  latter  part  of  the  previous 
century,  was  industrial  concentration  and  specializa- 
tion. These  could  not  go  far  without  better  means 
of  land  movement,  and  the  canals  first  and  then  the 
railroads  supplied  that  means.     The  railroad  is  insep- 
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arably  bound  up  with  the  other  changes  of  the  time, 
in  part  their  cause,  in  part  their  effect. 

What,  in  general,  is  the  social  function  of  trans- 
portation ? 

Sociologically  considered  it  is  a  means  to  the  phy- 
sical organization  of  society.  Development  or  evo- 
lution, the  organization  of  social  forces,  implies  uni- 
fication of  aim,  specialization  of  activities  in  view  of 
a  common  purpose,  a  growing  interdependence  among 
the  parts  of  society.  Such  organization,  such  ex- 
tension of  relations,  involves  a  mechanism  through 
which  the  relations  can  exist  and  make  themselves 
felt.  This  mechanism  is  Communication  in  the  widest 
sense  of  that  word;  communication  of  ideas  and  of 
physical  commodities,  between  one  time  and  another 
and  one  place  and  another.  These  are  the  threads 
that  hold  society  together;  upon  them  all  unity  de- 
pends. And  transportation,  the  means  of  material 
communication  between  one  place  and  another,  is  one 
of  the  strongest  and  most  conspicuous  of  these 
threads. 

Following  this  conception  we  may  analyze  com- 
munication or  the  mechanism  of  social  organization 
as  follows: 

The  mechanism  of  material  communication: 
Place  communication — transportation. 
Time  communication — storage  and  the  like. 
The  mechanism  of  psychical  communication: 
Place  communication — gesture,  speech,  writing, 

printing,  telegraphs,  mails,  etc. 
Time  communication — writing  and  printing  re- 
garded as  means  for  recording  and  preserving 
thought  for  considerable  '  periods  of  time; 
.  custom,  imitation  and  heredity  as  conserva- 
tive agents. 
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However  imperfect  this  analysis  may  be  it  shows 
sufficiently  well  what  is  here  held  to  be  the  part 
played  by  transportation  in  the  social  mechanism 
as  a  whole.  It  is  a  universal  organizing  machinery, 
variously  specialized  to  suit  various  sorts  of  organi- 
zation. I  shall  attempt  to  throw  some  light  on 
these  more  special  relations  in  the  succeeding  chap- 
ters. 

It  follows  from  the  intricacy  of  these  relations, 
from  the  fact  that  transportation  is  but  one  pigment 
of  the  social  picture,  that  the  test  of  its  efficiency  is 
a  variable  one.  The  only  perfectly  general  criterion 
is  that  it  is  efficient  in  proportion  as  it  furthers  the 
actual  type  of  social  development.  This  criterion 
continually  means  more  and  more  as  progress  goes 
on  and  conditions  become  more  complex.  At  bottom 
are  the  mechanical  tests  stated  in  the  first  chapter — 
that  transportation  is  efficient  in  proportion  as  it  has 
speed,  cheapness  or  economy  of  force,  and  independ- 
ence of  natural  obstacles.  Taking  the  social  point 
of  view,  security  becomes  a  very  important  and  ever 
present  requirement, — security  to  the  persons  and 
things  transported  from  all  loss  or  injury  whatever. 
The  means,  very  highly  developed,  for  meeting  this 
requirement  are  seen  in  all  those  complicated  modern 
arrangements  that  aim  not  only  at  safety  but  at  obvi- 
ating all  the  smallest  inconveniences  of  travel  and  of 
the  movement  of  goods.  To  these  general  tests  each 
variety  and  stage  of  social  progress  adds  appropriate 
details.  A  system  of  military  conveyance  must  be 
carefully  adjusted  to  actual  and  possible  military 
conditions.  In  societies  chiefly  industrial,  where  the 
principles  of  freedom  and  equality  have  gained  rec- 
ognition, it  becomes   a  fundamental   requirement  of 
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transportation  that  it  do  justice  among  individuals — 
the  requirement  underlying  the  present  railroad 
problem. 

In  order,  therefore,  to  develop  a  theory  of  trans- 
portation that  shall  be  at  all  adequate,  one  must  ex- 
amine severally  its  relations  to  various  social  insti- 
tutions. For  this  purpose  I  shall  for  convenience 
classify  those  institutions  as  military,  political,  eco- 
nomic and  ideal,  including  among  the  last  all  forms 
of  organization  having  primarily  religious,  ethical, 
intellectual  or  artistic  purposes.  It  is  a  sufficient 
defence  of  this  classification  that  it  corresponds  well 
with  the  concrete  facts  of  history.  These  classes  of 
institutions  are  those  which  are  in  fact  most  obvious 
in  the  study  of  the  past.  As  soon  as  institutions 
begin  to  differentiate  at  all  they  differentiate  in  this 
way.  Other  classifications  may  very  probably  be 
found  preferable  for  other  inquiries.  The  study  of 
society  has  many  aspects,  and  each  aspect  may  call 
for  a  new  classification  of  social  facts. 

In  discussing  the  relation  of  the  means  of  convey- 
ance to  any  particular  phase  of  society  the  inquiry 
may  be  looked  upon  as  two -fold.:  first  as  to  arrange- 
ments of  a  certain  character  found  in  transportation 
itself,  and  second  as  to  the  relation  of  transportation 
to  institutions  of  this  character  in  society  at  large. 
The  several  sorts  of  activity  characterized  as  mili- 
tary, political,  economic  and  ideal,  work  themselves 
out  not  only  through  great  specialized  organizations 
like  the  army,  the  state,  economic  exchange,  science 
and  art,  but  also  in  a  greater  or  less  degree  through 
subordinate  arrangements  existing  in  all  social  insti- 
tutions, among  others  in  the  institutions  of  transpor- 
tation.     It  is  obvious,  for  example,  that  a  highly  de- 
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veloped  agent  of  transportation,  like  a  railroad  sys- 
tem, requires  an  internal  political  organization  of 
much  complexity  and  importance.  And  it  is  quite 
the  same  with  other  kinds  of  activity. 


CHAPTER  VI. 

TRANSPORTATION  AND  MILITARY 
ORGANIZATION. 

From  the  fact  that  during  the  earlier  development 
of  society  the  prevailing  state  of  things  is  a  state  of 
war  we  have  the  corresponding  fact  that  the  means 
of  transportation  have  a  marked  military  character. 
Where  the  ways  of  trade  lead  among  hostile  tribes, 
or  across  seas  infested  with  pirates,  the  carrying  on  of 
commerce  by  individuals  acting  independently  and 
protected  in  their  operations  by  law  and  public  sent- 
iment is  of  course  out  of  the  question.  In  order  to 
break  through  the  barriers  of  hostility  and  distrust 
separating  primitive  nations,  trade  and  transporta- 
tion must  concentrate,  organize,  and  avail  themselves 
of  every  expedient  and  ally.  Accordingly  we  have 
the  general  fact  of  concentration  and  military  or- 
ganization. Instead  of  each  merchant  setting  out 
whenever  he  finds  it  most  convenient,  movement 
takes  place  at  infrequent  intervals  and  in  corres- 
pondingly large  numbers.  The  merchants  of  ancient 
Mexico  made  their  longer  expeditions  in  large  com- 
panies, and  their  armies  of  porters  often  attacked 
hostile  tribes  and  even  took  towns. ^    So  the  caravans 

^Prescott's  "Conquest  of  Mexico,"  i,  147,  148. 
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of  the  eastern  land  trade  had  and  still  have  a  military 
character.  Pitched  battles  with  robber  tribes  are 
common,  and  the  latter  not  infrequently  carry  off 
the  freight  and  sell  the  merchants  into  slavery. 
So  it  was  with  emigration  to  the  west  in  the 
early  history  of  the  United  States.  Commerce  by 
sea  has  had  a  similar  character  until  quite  recent 
times.  Trading  vessels  commonly  went  in  fleets, 
often  accompanied  by  a  special  convoy  of  war  vessels. 
And  even  at  present  express  messengers  and  stage 
drivers  go  armed  and  merchant  vessels  usually  carry 
a  gun  or  two.  In  general,  however,  the  military  side 
of  commercial  transportation,  once  a  very  conspicuous 
one,  has  decayed  until  it  is  relatively  insignificant. 

Beside  the  fact  that  a  state  of  general  militancy 
obliges  economic  transportation  to  take  on  a  military 
character  we  have  the  still  more  important  fact  that 
military  organization  on  any  great  scale  itself  re- 
quires transportation  of  a  type  quite  distinct  from 
the  economic. 

It  is  a  question  whether  military  needs  have  not. 
the  world  over,  given  the  first  powerful  stimulus  to 
the  development  of  communication.  The  earliest 
societies  to  attain  wide  dominion  and  comparative 
permanence  of  power  were  military  monarchies.  So 
with  the  ancient  monarchies  of  the  east:  so  with 
Mexico  and  Peru  on  our  own  continent.  Unity  "^as 
maintained  by  coercion,  and  coercion  over  a  wide 
range  of  country  required  rapid  movement  of  armies 
and  supplies  by  land  and  sea.  And  what  took  place 
here  on  a  great  scale  doubtless  took  place  on  a  smaller 
scale  elsewhere.  Institutions  in  general  were  based 
on  militancy,  and  military  movement  was  better 
organized  than  any  other  kind. 
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As  every  one  knows,  the  Romans  had  a  system  of 
artificial  roads,  whose  construction  was  one  of  the 
most  signal  achievements  of  that  people.  These 
roads,  which  extended  over  the  length  and  breadth 
of  their  empire  from  Britain  to  the  far  east,  the  more 
important  of  them  built  in  the  most  solid  manner 
and  paved  with  stone,  were  distinctly  military  in 
character.  They  were  intended  primarily  for  the  pas- 
sage of  armies  and  supplies  for  armies,  and  were 
located  and  constructed  accordingly.  Whatever 
trade  took  place  over  them  was  secondary,  and 
they  never  would  have  been  built  for  trade.  Their 
fundamental  difference  from  modern  works  of  this 
kind  appears  from  the  fact  that  they  were  not  con- 
structed for  wheeled  vehicles,  though  some  use  was 
made  of  such  for  the  carriage  of  persons  and  light 
commodities.  The  carriage  of  military  supplies  was 
upon  the  backs  of  beasts  of  burden.  This  stupen- 
dous system  of  transportation  was  of  a  type  alto- 
gether non-industrial. 

It  would  seem,  from  the  accounts  relating  to  an- 
cient Peru,  that  the  roads  of  that  country  were  com- 
parable to  those  of  Rome  for  expense  and  solidity.^ 
These  also  were  of  a  character  exclusively  military. 
They  were  meant  for  the  quick  passage  of  the  armies 
by  the  force  of  which  this  highly  centralized  empire 
was  held  together;  not  for  trade,  which  appears  to 
have  been  insignificant,  certainly  not  for  wheeled 
vehicles,  since  the  Peruvians  made  use  of  none.  It 
will  be  found  that  the  principle,  of  wnich  these  are 
conspicuous    instances,     prevailed    quite    generally. 

^"Descriptive  Sociology,"  no.  2,  p.  61;  Humboldt,  "Views  of 
Nature,"  Bohn's  ed.,  393  etseq.;  Prescott's  "Conquest  of  Peru,"  i, 
63  et  seq. 
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Early  road-building  on  any  large  and  expensive  scale 
was  usually  for  a  military  purpose. 

]^or  was  it  otherwise  with  regard  to  vehicles. 
War  chariots  have  been  in  use  from  the  earliest 
times.  We  find  them  in  Homer  and  pictured  among 
the  records  of  the  Egyptians  and  Assyrians.  In 
Wilkinson's  volumes  on  Egypt'  may  be  seen  repre- 
sentations of  ancient  inscriptions  illustrating  in 
detail  the  making  of  these  vehicles  and  showing  that 
great  skill  had  been  attained.  This,  like  all  trades 
relating  to  war,  was  clearly  a  subject  of  careful 
study  from  a  very  great  antiquity.  On  the  other 
hand,  wheeled  vehicles  were  either  not  in  use  for 
carrying  commodities  at  all,  or  such  as  were  used 
were  of  the  rudest  construction.  The  Romans  em- 
ployed heavy  carts,"  rarely  wagons,  the  wheels  of 
which  were  rudely  formed  of  two  or  three  planks 
fastened  together  by  cross-pieces  and  cut  into  a  cir- 
cular form.  These  clumsy,  solid-wheeled  vehicles 
are  still  in  use  in  many  eastern  countries,  and  were 
until  recently  common  throughout  southern  Europe.^ 
It  seems  probable  that  the  commodious  vehicles  of 
modern  land  transportation  trace  their  descent  rather 
to  the  war  chariots  of  Britain  and  Gaul  than  to  any 
other  source."  Thucydides'  seems  to  hold  that  the 
first  use  of  ships  was  as  a  means  of  plundering  towns 
near  the  shore.  Whether  this  view  can  be  sustained 
or  not,  there  can  be  no  doubt  that  military  enterprise 

'"Manners  and  Customs  of  the  Ancient  Egyptians,"  i,  227  et  seq. 

^Smith's  ''Dictionary  of  Antiquities,"  art.   "Plaus(ru7n." 

^Many  books  of  travel  mention  them;  see  especially  Smyth's 
"Sardinia,"  92  et  seq. 

*See  Smith's  "Dictionary  of  Antiquities,"  arts.  "Reda,"  "Cisium,'* 
"Fssedu77i." 

^"History,"  i,  4  et  seq. 
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was  a  powerful  spur  to  early  navigation,  and  has 
always  had  important  reactions  upon  its  direction, 
the  construction  of  vessels  and  other  particulars  of 
maritime  and  river  transportation.  So  military  har- 
bors and  military  canals  were  not  improbably  the 
earliest  constructions  of  that  character. 

The  swift  transfer  of  armies  and  supplies  to  possi- 
ble seats  of  war  and  the  rapid  communication 
of  information  and  commands  are  the  chief  re- 
quirements of  military  transportation.  Swiftness 
and  security  from  interruption  by  the  seasons  are 
much  more  important  than  economy  or  capacity 
to  carry  any  great  bulk  of  commodities.  Military 
roads  in  early  history  are  commonly  distinguished 
by  a  solid  and  expensive  style  of  construction 
and  by  a  directness  that  takes  very  little  account 
of  minor  natural  obstacles.  That  this  last  was 
the  case  with  the  Roman  roads  has  often  been 
remarked.  They  proceeded  for  the  most  part  in  a 
right  line  over  hills  and  other  obstructions  that  might 
have  been  avoided  by  a  little  deviation.  This  pecu- 
liarity is  probably  to  be  explained  partly  by  the 
greater  inoiportance  given  to  speed  than  to  economy 
of  labor  in  the  minds  of  the  projectors  of  the  road, 
and  partly  by  the  fact  that  military  roads  are.  usually 
constructed  by  a  despotic  central  power  situated  far 
from  the  spot  where  the  work  is  done.  Enterprises 
carried  on  at  arm's  length  in  this  way  by  a  power 
having  no  detailed  knowledge  of  or  interest  in  local 
circumstances  must  always  tend  to  take  on  a  certain 
arbitrary  uniformity.  Plans  are  drawn  at  the  center 
of  administration  based  on  a  general  knowledge  of 
localities,  and  carried  out  to  the  letter  by  subordi- 
nates who  have  no  authority  to  deviate  from  them. 
4 
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Another  reason  not  altogether  fanciful  may  be  found 
in  a  certain  conscious  magnificence  and  pride  of 
power  characteristic  of  military  ascendancy  in  its 
prime.  The  acqueducts,  the  most  imposing  monu- 
ments of  Roman  grandeur,  afford  another  example 
of  the  great  style  of  that  people. 

Military  transportation  of  all  sorts  shows  the  tend- 
ency to  carry  the  development  of  speed  beyond  that 
of  economy  or  burden-bearing  capacity.  War  ships 
have  been  generally  distinguished  from  merchant 
vessels  by  a  lighter  and  swifter  build;  the  horse,  the 
swiftest  of  the  beasts  of  burden,  has  been  in  great 
part  reserved  for  war,  while  the  slower  and  more 
patient  animals  served  the  purposes  of  trade.  It 
appears  also  that  the  earliest  arrangements  for  the 
quick  transmission  of  intelligence  were  everywhere 
designed  to  serve  military  purposes.  That  of  Peru,^ 
a  country  which  offers  a  perfect  example  of  absolute 
despotism  absorbing  all  social  activities,  appears  to 
have  been  most  efficient.  The  relays  on  the  princi- 
pal roads  were  only  about  a  mile  apart,  so  that  the 
whole  distance  was  traversed  by  the  runners  at  full 
speed.  Another  familiar  example  is  that  of  the  mili- 
tary post  of  the  Persian  empire  described  by  Herodo- 
tus.^ It  traversed  the  great  military  road  extending 
from  the  original  home  of  the  nation  in  Persia  proper 
to  the  bounds  of  the  empire  on  the  western  coast  x>f 
Asia  Minor.  Swift  horses  carried  the  post  and  the 
stations  were  at  such  distances  that  full  speed  could 
be  maintained.     The  Koman  post^  was  similar  in  its 

^"Descriptive  Sociology,"  no.  2,  p.  54;  Prescott's  "Conquest  of 
Peru."  i,  66,  68,  70,  etc. 
2 Book  V,  cliap.  52. 
^"Descriptive  Sociology,"  no.  8,  p.  133. 
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general  plan,  being  simply  a  system  of  military  des- 
patches. It  could  be  employed  for  private  despatches 
only  by  special  permission.  So  in  France/  the  earliest 
post  was  maintained  by  the  monarchy  for  its  own 
exclusive  use,  and  its  chief  purpose  was  doubtless 
the  forwarding  of  military  despatches. 

Another  sort  of  communication  which  has  some 
interest  as  in  a  sense  the  precursor  of  the  modern 
system  of  instantaneous  communication  by  electricity 
was  also,  apparently,  of  military  origin.  This  is  the 
transmission  of  intelligence  by  beacons  of  fire  or 
smoke,  or  other  visible  signals,  and  by  shouting. 
The  former  has  been  in  use  in  all  parts  of  the  world 
from  the  earliest  times  and  has  ever  had  for  its  chief 
purpose  the  spreading  of  a  sudden  alarm  of  military 
danger.  The  plan  of  shouting  news  from  one  point 
to  another  was  employed  in  ancient  Gaul  for  a  sim- 
ilar purpose.- 

Military  transportation,  then,  is  remarkable  for  its 
early  development:  and  more  particularly  for  the  fact 
that  it  led  to  the  construction  of  the  first  permanent 
and  substantial  roads  and  of  the  earliest  means  of 
swift  transport  and  communication. 

As  society  progresses  and  economic  organization 
comes  to  the  front  the  means  of  military  transporta- 
tion previously  in  existence  have  an  important  influ- 
ence in  determining  the  course  of  commerce.  The 
most  conspicuous  example  of  this  is  the  influence  of 
Roman  roads  upon  the  subsequent  development  of 
Europe.  These  substantial  highways,  or  many  of 
them  at  least,  survived  the  centuries  of  disorganiza- 
tion that   followed  the  breaking  up  of  the  empire; 

'"Descriptive  Sociology,"  no.  8,  p.  134. 
-Ibid.,  table  1. 
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and  when  a  new  group  of  states  began  to  appear  and 
trade  to  awaken  with  the  restoration  of  some  measure 
of  order,  they  still  furnished  the  best  available  routes 
of  land  communication.  In  England  and  doubtless 
elsewhere,  they  had  precisely  the  same  influence  up- 
on transportation  and  the  settlement  of  the  country 
as  a  river  or  other  natural  highway.  "Settlem.ents 
were  made  and  towns  sprang  up  along  these  old 
'streets'  and  the  numerous  Stretfords  and  Stratfords 
and  the  towns  ending  in  'le-street'  ''''"^^mostly  mark 
the  direction  of  these  ancient  lines  of  road."^  Thus 
the  geography  of  Europe  to-day  retains  iinportant 
traces  left  by  the  military  transportation  of  Rome. 

On  the  other  hand,  in  case  of  the  introduction  of 
an  entirely  new  sort  of  transportation  at  a  late  period, 
the  question  whether  it  shall  take  on  a  military  or  an 
economic  character  must  depend  upon  which  sort  of 
organization,  economic  or  military,  is  ascendant  in 
the  existing  social  order.  Thus  we  may  say  that  the 
railroad  system  of  the  United  States  is  exclusively 
economic  in  character,  although  the  construction  of 
the  first  line  to  the  Pacific  coast  was  hastened  by 
military  considerations,  But  in  France  and  Germany 
military  requirements  have  certainly  played  a  very 
important  part  in  determining  the  location  of  lines, 
while  the  railway  system  of  Russia  is  perhaps  more 
military  than  economic.  The  choice  of  routes  upon 
military  grounds  may  result  in  quite  a  different 
arrangement  of  lines  from  that  which  would  best 
answer  economic  needs.  Both  must,  to  be  sure, 
overcome  the  same  obstacles  in  the  same  way,  so 
that  on  the  technical  side  they  are  likely  to  be  nearly 
or  quite  the  same.  But  it  is  clear  without  discussing 
^Smiles,  "Lives  of  the  Engineers,"  i,  157. 
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the  matter  in  detail,  that  the  location  of  those  lines 
which  will  best  serve  trade  is  likely  to  be  different 
from  the  location  of  those  whose  chief  aim  is  rapid 
movement  with  a  view  to  strategical  operations  at 
possible  seats  of  war. 


CHAPTER  VII. 

TRANSPORTATION  AND  POLITICAL  ORGANI- 
ZATION. 

Although  military  and  political  organization  are 
nearly  identical  in  early  stages  of  development  and 
are  closely  associated  in  modern  nations — the  power 
of  war  and  peace  and  the  control  of  armies  being 
commonly  lodged  in  the  same  monarchs,  presidents, 
ministers  and  legislative  bodies  that  control  the  inter- 
nal affairs  of  the  state — yet  they  may  conveniently 
be  separated  for  our  purposes.  While  the  military 
aspect  continually  lessens  in  importance,  the  political 
increases  as  time  goes  on,  and  has  given  rise  to 
numerous  questions  of  practical  difficulty. 

We  have  seen  that  not  only  does  transportation 
play  a  very  important  part  in  the  general  military 
organization,  but  under  the  perilous  conditions 
of  early  trade  takes  on  a  military  character  of 
its  own  for  protection  against  the  dangers  that  beset 
it.  This  two-sidedness  holds  also  in  respect  to  other 
phases  of  organization.  The  choice  b}^  the  members 
of  a  caravan  of  a  leader  with  authority  to  preserve 
order  and  quell  disputes  on  the  march,'  the  lodging 

'Fraser,  "  Narrative  of  a  Journey  iato  Khorasan,"  o46. 
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of  similar  powers  in  the  captain  of  a  ship  and  even 
in  the  conductor  of  a  train,  are  examples  of  political 
organization  taking  place  within  the  means  of  trans- 
portation. The  complicated  administration  of  a  rail- 
way from  the  president  down  to  a  foreman  of  track 
hands  shows  organization  of  this  sort  in  its  highest 
development.  Nor  are  political  arrangements  on  a 
larger  scale  lacking  or  inconspicuous.  The  mer- 
chants' and  carriers'  associations  that  have  always 
existed  where  there  was  any  considerable  trade, 
have  ever  had  for  one  of  their  objects  the  removal 
of  tolls  and  other  restrictions  on  transportation,  the 
opening  of  rivers  and  the  improvement  of  roads,  the 
furtherance  of  the  negotiation  of  treaties  favorable 
to  trade,  and  the  like.  So  at  the  present  time  the 
promoters  of  railways,  shipping,  street  railways, 
etc.  form  associations  to  advance  the  interests  of 
these  various  kinds  of  transportation. 

On  the  other  hand,  transportation  bears  very  im- 
portant relations  to  the  political  state,  I  have 
already  noted  that  in  a  primitive  condition  of 
society  it  usually  has  a  character  chiefly  military. 
In  so  far  as  it  is  not  military  it  is  likely  to  be 
political.  Tribute  and  visits  of  ceremony  are  the 
occasion  of  a  large  share  of  the  movement  of  per- 
sons and  things  that  takes  place  in  despotic  societies, 
such  as  most  of  those  were  that  held  wide  and  long- 
continued  sway  in  early  times.  The  former  is  the 
means  by  which  the  central  organization  is  nourished 
and  aggrandized,  its  function  being  the  same  as  that 
of  taxation.  In  a  state  where  the  central  organiza- 
tion overshadows  and  depresses  individual  initiative, 
trade,  carried  on  through  the  medium  of  exchange, 
is  often  a  very  subordinate  matter  and  may  even  be 
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crowded  out  of  existence  altogether.  In  this  case 
the  society  becomes  communistic,  and  money,  wages, 
contract,  even  barter,  may  be  unknown.  Whatever 
movement  of  commodities  takes  place  is  of  a  political 
character,  either  the  movement  of  tribute  toward 
the  center  or  state  distribution  of  food,  materials, 
tools,  etc.  to  places  where  it  requires  them  for  its 
own  purposes.  This  absolute  communism  appears  to 
have  been  nearly  or  quite  realized  in  some  despotic 
states,  as  in  ancient  Peru,'  while  many  others, 
as  Egypt,  Assyria,  Persia,  Japan,  had  much  of 
a  communistic  character  in  this  sense.  In  such  a 
state  of  things  transportation  is  both  economic  and 
political;  the  two  forms  of  organization  are  not  dif- 
ferentiated. That  individual  initiative,  involving 
money,  contract,  etc.,  which  comes  at  a  later  stage  of 
social  development  to  be  peculiarly  characteristic  of 
economic  life,  has  little  or  no  scope. 

One  who  has  not  looked  into  the  matter  must  be 
surprised  at  the  extent  to  which  the  movement  of 
persons  upon  visits  of  ceremony  and  submission  may 
attain  under  a  despotic  form  of  government.  The 
principal  use  of  the  public  roads  may  be  for  this 
purpose. 2 

^"Descriptive  Sociology,"  no.  2,  p.  ?>. 

-To  illustrate  this  I  quote  from  Kaempfer,  an  intelligent  Dutch 
traveller  who  visited  Japan  in  1691.  [Kaempfer's  "History  of 
Japan,"  English  translation,  London  (1727),  bk.  v,  chap.  5.]  "  It 
is  scarce  credible"  he  says  "what  numbers  of  people  daily  travel 
on  the  roads  in  this  country,  and  I  can  assure  the  reader  from  my 
own  experience,  having  passed  it  four  times,  that  Tokaido,  which  is 
one  of  the  chief  and  indeed  the  most  frequented  of  the  seven  great 
roads  in  Japan;  is  upon  some  days  more  crowded  than  the  public 
streets  in  any  the  most  populous  town  in  Europe.  This  is  owing 
partly  to  the  country's  being  extremely  populous,  partly  to  the 
frequent  journies,  which  the  natives  undertake  oftener  than  per- 
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Transportation  may,  then,  under  conditions  that, 
though  extreme,  are  not  uncommon  in  semi-civilized 
states,  have  a  character  almost  exclusively  political, 
consisting  chiefly  of  the  movement  of  tribute  and  of 
the  journeys  of  subjects  to  make  ceremonial  visits. 
A  broader  field  of  inquiry,  however,  opens  when  we 
consider  the  political  relations  of  transportation  in 
states  where  the  political  and  economic  organiza- 
tions have  in  some  measure  at  least  a  distinct  de- 
velopment. 

We  may  notice  in  the  first  place  the  strong  ten- 
dency of  transportation  to  be  limited  or  in  some  way 
determined  or  modified  by  political  boundaries. 
Among  the  nomadic  peoples  of  the  plains  and 
deserts  of  Asia,  where  the  earliest  considerable  land 
commerce  arose,  these  boundaries  were  simply  the 
limits    of    the    power    of    a   tribe    or   tribal    nation. 

haps  any  other  nation,  either  willingly  and  out  of  their  own  free 
choice,  or  because  they  are  necessitated  to  it.  .  .  . 

"  The  Princes  and  Lords  of  the  Empire,  with  their  numerous  reti- 
nues, as  also  the  Governors  of  the  Imperial  Cities  and  Crown  Lands, 
deserve  to  be  mentioned  in  the  first  place.  It  is  their  duty  to  go  to 
court  once  a  year,  and  to  pay  their  homage  and  respect  to  the 
Secular  Monarch  at  certain  times  determined  by  the  supreme 
power.  Hence  they  must  frequent  these  roads  twice  every  year, 
going  up  to  court  and  returning  from  thence.  They  are  attended 
in  this  journey  by  their  whole  court,  and  commonly  make  it  with 
that  pomp  and  magnificence,  which  is  thought  becoming  their  own 
quality  and  riches,  as  well  as  the  Majesty  of  the  powerful  Monarch, 
whom  they  are  going  to  see.  The  train  of  some  of  the  most  emi- 
nent among  the  Princes  of  the  Empire  fills  up  the  road  for  some 
days.  Accordingly,  tho'  we  travell'd  pretty  fast  ourselves,  yet  we 
often  met  the  baggage  and  fore-troops,  consisting  of  the  servants 
and  inferior  officers,  for  two  days  together,  dispersed  in  several 
troops,  and  the  Prince  himself  followed  but  the  third  day  attended 
with  his  numerous  court,  all  marching  in  admirable  order.  The 
retinue  of  one  of  the  chief  Daimios,  as  they  are  called,  is  computed  to 
amount  to  about  20,000  men,  more  or  less,  that  of  a  Sjomio  to  about 
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Across  these  limits  transportation  could  not  well 
pass  without  interruption,  except  the  tribe  in  pos- 
session of  the  territory  chanced  to  be  so  weak  that 
a  strong  caravan  could  force  a  passage  through  it. 
Accordingly  there  was  commonly  a  break  at  tribal 
borders  and  the  movement  of  commodities  was  con- 
tinued through  the  medium  of  fairs  or  religious  fes- 
tivals at  which  they  changed  hands.'  These  were 
probably  the  medium  of  the  earliest  land  trade, 
though  as  it  increased  it  naturally  tended  to  win  a 
more  definite  and  convenient  organization.  The 
first  caravans  appear  to  have  been  nomad  hordes 
moving  from  place  to  place  with  the  seasons,  and 
incidentally,  for  the  most  part  through  the  medium 
of  religious  festivals,  trading  with  the  peoples  with 
whom  they  came  in  contact.  The  pastoral  peoples 
always  took  and  still  take  a  prominent  part  in  cara- 
van trade  even  though  they  may  neither  produce 
nor  consume  the  commodities  carried.    The  fact  that 

10,000,  that  of  a  Governor  of  the  Imperial  Cities  and  Crownlands, 
to  one  or  several  hundreds,  according  to  his  quality  or  revenues. 

"  If  two  or  more  of  these  Princes  and  Lords,  with  their  numerous 
retinues,  should  chance  to  travel  the  same  road  at  the  same  time, 
they  would  prove  a  great  hindrance  to  one  another,  particularly  if 
they  should  happen  at  once  to  come  to  the  ?,aw\eSii(ku  or  village,  for 
as  much  as  often  whole  great  villages  are  scarce  large  enough  to 
lodge  the  retinue  of  one  single  Daimio.  To  prevent  these  incon- 
veniences, it  is  usual  for  great  Princes  and  Lords,  to  hespeak  the 
several  Siukus,  they  are  to  pass  through,  with  all  the  Inns  some- 
time before;  as  for  instance,  some  of  the  first  quality  a  month, 
others  a  week  or  two  before  their  arrival." 

And  so  on.  Next  in  number  to  these  political  pilgrims  are  the 
multitudes  of  religious  pilgrims,  then  countless  beggars,  then  a 
swarm  of  small  hawkers  and  peddlers  of  a  mean  sort.  What  a 
picture  of  a  state  of  society  now  forever  lapsed  and  all  but  forgotten! 

^"  Descriptive  Sociology,"  no.  7,  pp.  95,  96,  97;  no.  5,  p.  45;  Yeats, 
"Growth  and  Vicissitudes  of  Commerce,"  pp.  68,  178,  378;  Heeren's 
"Researches,"  Introduction. 
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they  command  the  means  of  transportation  through 
their  domains — the  roads,  the  springs,  the  necessary 
beasts  of  burden — puts  them  in  a  position  to  take 
such  a  part.  When  not  themselves  the  merchants, 
as  they  often  are  when  intelligent  and  enterprising, 
they  act  as  carriers,  furnishing  to  foreign  merchants 
camels,  guides  and  armed  escort  for  a  price  which 
may  be  looked  upon  as  partly  payment  for  transpor- 
tation, partly  tribute.  Sometimes  tribute  alone  is 
paid  and  the  merchants  find  their  own  means  of  con- 
veyance. In  any  case  the  political  sovereignty  of 
the  pastoral  tribe  has  to  be  reckoned  with  in  some 
manner. 

A  somewhat  similar  instance  of  the  influence  of 
political  disunity  upon  the  character  of  transportation 
may  be  seen  in  the  condition  of  Europe  previous  to 
the  rise  of  strong  monarchies.  The  use  of  roads  and 
bridges  depended  upon  the  will  of  feudal  lords  or 
other  local  authorities.  Tolls  and  arbitrary  extor- 
tion were  everywhere  met  with;  there  was  no  power 
able  to  construct  good  roads  or  interested  in  doing  so. 
The  movement  of  commodities,  as  in  the  case  of 
desert  tribes,  was  eff^ected  in  an  occasional  and  pre- 
carious manner  through  the  medium  of  fairs  and 
religious  meetings. 

The  progress  of  transportation  is,  then,  necessa- 
rily dependent  upon  the  consolidation  of  political 
power.  The  rise  of  strong  monarchies,  though  these 
no  doubt  granted  monopolies  and  imposed  many  re- 
strictions for  their  own  benefit  upon  the  movement 
of  commodities,  brought  in  a  condition  of  things  infi- 
nitely better  than  that  which  had  prevailed  before. 
The  kings  did  away  with  the  previous  economic  dis- 
integration, and  improved  the  roads, ^  while  the  re- 

^  "Descriptive  Sociology,"  no.  8,  pp.  133,  134;  no.  1,  p.  48. 
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strictions  they  imposed  upon  trade  were  more  uni- 
form and  less  severe  than  the  old  ones. 

At  the  present  time,  and  among  the  most  advanced 
countries,  political  boundaries  remain  a  very  import- 
ant element  in  transportation.  Customs-duties,  laws 
discriminating  in  any  way  against  foreign  traders, 
restrictions  on  immigration  and  travel,  and  the  like, 
still  have  a  notable  action  in  limiting  movement  and 
determining  its  character. 

Among  the  effects  ascribable  to  the  action  of  the 
principle  now  in  question  is  a  retardation  of  the  de- 
velopment of  land  movements  relatively  to  water 
movements.  The  water  is  not  only  in  many  respects 
a  better  road  from  a  physical  point  of  view,  but  offers 
no  social  obstacles.  The  discouragement  of  com- 
merce by  piracy  is  by  no  means  equal  to  its  discour- 
agement by  such  conditions  of  political  disunity  as 
those  just  mentioned. 

As  to  the  relation  of  states  to  transportation  within 
their  borders,  we  have  first  and  last  the  familiar  fact 
that  this  relation  is  very  close.  I  know  of  no  time 
or  country,  when  economic  transportation  existed  at 
all,  in  which  it  was  not  in  an  important  degree  a  con- 
cern of  the  coercive,  governing,  organization  of 
society — the  political  state,  large  or  small,  general 
or  local.  From  the  time  when  the  earliest  movements 
of  the  land  trade  were  set  on  foot  by  desert  chiefs  to 
the  present  day,  roads,  bridges,  harbors,  and  often 
the  vehicles  and  other  instruments  of  carriage,  have 
been  a  public  concern.  At  one  time  it  was  the  local 
authority — lord,  city,  monastery,  etc. — that  controlled 
and  exploited  it;  later  the  monarch;  now  a  small 
state,  now  a  large  one  made  by  consolidating  the 
smaller;  sometimes  a  commercial  federation  like  the 
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Hanseatic  League.  But  the  policy  of  laissez-faire, 
of  turning  over  transportation  to  individual  initia- 
tive and  control,  has  never  entirely  prevailed.  It  is 
sometimes  imagined  that  the  public  regulation  of 
railwaj^s  in  the  United  States  and  Great  Britain, 
which  has  made  so  rapid  progress  during  recent 
years,  is  in  some  way  the  introduction  of  a  new  prin- 
ciple into  the  relation  of  transportation  to  govern- 
ment. But  this  impression  cannot  survive  historical 
study.  Highways  and  shipping  were  regulated  by  law 
in  both  countries  previously  to  the  building  of  rail- 
ways. In  the  United  States  a  national  system  of 
roads  and  canals  was  projected  by  the  federal  gov- 
ernment at  a  very  early  period  and  partly  carried 
out.'  Aside  from  this  the  canals  and  chief  roads  were 
generally  state  enterprises.  Many  states-  undertook 
the  construction  of  railways  when  the  railroad  period 
came,  and  abandoned  the  undertaking  only  after  dis- 
couraging experience.  The  present  tendency  to  more 
regulation  can  at  most  be  regarded  as  a  reaction  from 
a  policy  of  relative  laissez-faire  that  was  itself  a  reac- 
tion and  had  prevailed  for  only  two  or  three  decades. 
Harbors,  shipping  and  navigable  rivers  have  remained 
always  subject  to  peculiar  and  somewhat  minute  reg- 
ulation by  public  authority;  while  highways,  city 
streets  and  other  means  of  local  movement  have  been 
regulated  either  by  the  several  states  or,  more  com- 
monly, by  the  minor  political  bodies — counties,  towns, 
cities,  etc. 

^See  the  famous  report  of  Gallatin,  "American  State  Papers," 
Misc.,  i,  72-4;  Schouler's  "History  of  the  United  States,"  vols,  ii 
and  iii;  Benton's  "Thirty  Years'  View,"  i,  chap,  x;  Adams'  "Pub- 
lic Debts,"  part  iii,  chap.  ii. 

-Notably  Michigan,  Illinois,  Indiana,  Pennsylvania.  See  Adams' 
"Public  Debts,"  part  iii,  chap.  ii. 


283]  Trayispo/iation  and  Poh'tical  Organization.  01 

Indeed,  it  is  easy  to  perceive  that  although  regula- 
tion has  always  and  everywhere  existed  it  has,  on 
the  whole,  tended  to  diminish  rather  than  increase. 
Such  complete  absorption  of  the  means  of  transporta- 
tion by  the  political  state  as  existed  in  some  of  the 
cases  mentioned  above  is  now  unknown  within  the 
bounds  of  civilization.  Many  states  own  all  or  part 
of  the  railroads  within  their  borders,  but  the  move- 
ment of  commodities  and  persons  is  eveiywhere  a 
matter,  for  the  most  part,  of  private  initiative.  The 
ownership,  control  or  regulation  of  the  means  of  con- 
veyance by  modern  states  has  for  its  chief  aim  not, 
as  anciently  in  Peru,  Persia  or  Rome,  the  direct 
aggrandizement  of  the  governing  power  by  military 
operations,  tribute  and  visits  of  submission,  but 
rather  the  furtherance  of  the  economic  organization. 
So  much  is  this  the  case  that  transportation  is  quite 
generally  looked  upon  as  an  exclusively  economic 
function,  and  the  study  of  it  has  become,  with  good 
reason,  an  important  branch  of  economic  science. 
This  is  not  the  place  to  discuss  the  question  wdiether 
there  is  not  some  narrowness  in  treating  transporta- 
tion as  a  peculiarly  economic  matter.  The  point  is 
that  historically  it  has  become  less  a  political  matter 
than  it  once  was.  And  precisely  the  most  marked 
instance  of  this  is  found  in  the  internal  transporta- 
tion of  the  United  States.  The  fact  that  numerous 
laws  are  enacted  relating  to  railways,  street  railways, 
earth  roads  and  the  like,  should  not  be  allowed  to 
obscure  the  broad  fact  that  private  initiative  has  a 
greater  scope  in  connection  Avith  transportation  than 
ever  before.  In  what  other  time  or  country,  save 
recently  in  Great  Britain,  has  the  projection,  the 
location,  the  construction,  the  operation  of  the  chief 
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meaus  of  transportation  within  a  great  nation  been 
left  entirely  to  private  enterprise,  subject  in  its  work- 
ing only  to  a  control  which  is  rather  negative  than 
positive  in  character;  is  confined  almost  wholly  to 
prescribing  in  certain  matters  what  private  enter- 
prise shall  not  do  ? 

We  touch  here  upon  that  aspect  of  the  matter 
which  is  of  most  importance  at  the  present  day,  the 
question,  that  is,  of  what  part  the  political  state 
should  take  in  relation  to  economic  transportation. 
The  problem  here  is  that  of  the  apportionmeni  of  func- 
tions between  the  state,  or  the  coercive  form  of  asso- 
ciation, on  the  one  hand,  and  individuals  or  private 
and  voluntary  associations,  on  the  other.  It  is 
purely  a  problem  of  expediency  and  the  proper  basis 
for  a  solution  must  be  found  in  a  careful  analysis 
of  the  various  social  functions  of  transportation. 
Accordingly  such  general  discussion  of  it  as  belongs 
to  the  Theory  of  Transportation  will  be  reserved  for 
a  final  chapter. 


CHAPTER  VIII. 

THE    RELATIOX     OF     TRAXSPORTATIOX    TO 

ORGANIZATION  HAVING  AN  IDEAL 

PURPOSE. 

Beside  the  coercive  state,  or  political  organization 
of  society  in  the  narrower  sense,  and  the  industrial 
or  economic  organization,  there  is  a  third  well- 
marked  type  of  organization  that  is  distinguished 
by  its  more  ideal    purpose.     In    an    early    stage   of 
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progress  the  religious  organization  commonly  em- 
braces all  the  ideal  aims  of  society  among  its  pur- 
poses. Whatever  of  philanthropy,  of  general  educa- 
tion, of  research  and  the  like  exists,  does  so  as  a  part 
of  religion.  Later,  ideal  organization  differentiates 
in  a  complex  manner,  and  philanthropy,  education, 
art,  science,  attain  a  social  machinery  more  or  less 
distinct.  Schools,  colleges  and  universities,  philan- 
thropical  establishments  of  all  sorts,  societies  for  the 
furtherance  of  social  reforms,  learned  societies  and 
the  like,  are  instances  of  the  later  development  of 
ideal  organization. 

The  most  general  fact  to  be  noted  as  to  the  earlier 
period  is  that  in  the  midst  of  the  state  of  v^^ar  that 
commonly  prevails  in  early  times,  the  religious  organ- 
ization is  the  only  force  strong  enough  to  secure 
even  temporary  peace  among  hostile  tribes  or  states. 
Industry,  trade  and  other  peaceful  occupations  have 
been  sheltered,  the  world  over,  under  the  wing  of 
religion.  They  have  begun  in  an  unobtrusive  man- 
ner under  its  protection  and  have  remained  there 
until  strong  enough  to  shift  for  themselves.  Reli- 
gion has  ever  insisted,  for  its  own  purposes,  on  the 
observance  of  sacred  times  and  sacred  places  when 
and  where  hostilities  should  be  intermitted.  These 
times  and  places  have  been  the  opportunities  of  trade. 
Religious  festivals  and  the  holy  ground  in  the  neigh- 
borhood of  churches  and  temples  are  inseparably 
connected  with  fairs  and  market  places. 

Thus  among  those  pastoral  peoples  where  the  first 
land  commerce  sprang  up  there  were  from  the  earliest 
times,  as  indeed  there  still  are  among  such  peoples, 
periodical  festivals  having  their  origin  in  a  kinship 
of  blood,  speech  and  religious  tradition  among  neigh- 
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boring  tribes.^  These  gatherings,  accompanied  by  a 
cessation  of  hostilities  and,  in  the  case  of  places  held 
to  be  sacred,  by  the  concourse  of  pilgrims  from  a  dis- 
tance, were  the  occasion  in  this  case,  as  they  have 
been  the  world  over,  for  the  exchange  of  commodi- 
ties, ripening  under  favorable  circumstances  to  a 
regular  fair.  Such  festivals  and  pilgrimages  with 
incidental  transportation,  communication  and  diffu- 
sion of  arts  and  knowledge,  were  without  doubt  the 
earliest  centers  of  incipient  commercial  activity. 
So  in  the  early  history  of  Christian  Europe,  '-Fairs 
arose  at  saints'  tombs  or  other  sacred  spots  on  occa- 
sions of  anniversaries,  for  which  at  first  provisions 
were  wanted  and  where,  afterwards,  merchandise 
was  sold."^  These  fairs  remain  the  chief  seat  of 
commercial  exchange  and  the  principal  destination 
of  commercial  transportation  until  such  time  as  a 
more  stable  political  organization  takes  trade  and 
transportation  under  its  own  protection  and  gives 
them  a  securer  and  more  convenient  mechanism. 
Where,  as  in  the  case  of  desert  nations,  a  centralized 
political  organization  is  not  attained,  this  close  rela- 
tion between  religion  and  trade  may  continue  indefi- 
nitely. Mecca  has  ever  been  both  the  religious  and 
the  industrial  center  of  Arabia,  and  the  connection  is 
so  ancient  and  so  close  that  it  is  doubtful  which  is 
cause  and  which  effect.  The  religious  festival  was 
and  is  a  great  fair,  and  the  movement  of  pilgrims 
and  the  movement  of  commodities  are  inseparable.^ 

^See  references  p.  57,  note. 

^"Descriptive  Sociology,"  no.  8,  table  4.  Pages  133  and  134  of  this 
number  and  the  extracts  collected  under  the  head  of  "Distribution" 
in  all  the  numbers  are  full  of  matter  illustrating  the  early  connec- 
tion of  religion  with  trade.  See  also  Ashley,  "English  Economic 
History,"  i,  69. 

^Robertson  Smith  in  "Encyclopedia  Britannica,"   art.  "Mecca," 
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For  a  similar  reason  cathedral  squares  and  the 
ground  about  monasteries  and  other  religious  build- 
ings were  the  earliest  location  of  shops  and  market 
places  in  the  various  countries  of  Europe.'  These 
places  were  commonly  under  clerical  jurisdiction  and 
the  clergy  used  this  jurisdiction  in  such  a  way  as 
to  encourage  trade.  So  also  the  monks  and  clergy 
encouraged  and  practised  manufactures  of  a  non- 
military  soi-t.  Indeed  what  is  here  said  with  parti- 
cular reference  to  transportation  applies  to  economic 
progress  in  general. 

The  construction  and  improvement  of  highways, 
bridges  and  the  like  appears  often  to  have  been  an 
immediate  object  of  philanthropic  activity  on  the 
part  of  monks  and  clergy  in  the  middle  ages.  Bishops 
and  other  rulers  of  the  church  frequently  undertook 
public  works  of  this  sort,  and  there  was  even  a  con- 
gregation of  monks,  fratres  pontifices,^  formed  for 
the  especial  purpose  of  building  bridges  and  providing 
ferries  for  the  service  of  commerce  and  travel. 

In  what  has  just  been  said  attention  has  been 
directed  chiefly  to  the  importance  of  the  religious 
organization  in  encouraging  the  economic  movement 
of  commodities.  But  it  is  true  in  this  case  as  in  the 
case  of  the  military  and  political  organizations,  that 
there  is  associated  with  religion  a  distinct,  non-eco- 
nomic sort  of  transportation  that  may  and  sometimes 
does  attain  a  great  development  while  the  economic 
movement  remains  insignificant.  The  most  peculiar 
and  distinctive  feature  of  it  is  the  pilgrimage.  Thus 
in  the  quotation  already  made  to  illustrate  the  condi- 
tion of  things  in  Japan  two  hundred  years  ago,  we 

^"Descriptive  Sociology,"  no.  8,  p.  134. 
-"Descriptive  Sociology,"  no.  8,  p.  141. 
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should  have  seen,  had  we  turned  over  another  leaf,^ 
that  the  chief  use  of  the  roads,  beside  the  making  of 
political  visits,  was  for  pilgrimages.  Every  citizen 
of  the  country  was  obliged  to  make  certain  pilgrim- 
ages every  year.  So  in  the  middle  ages,  the  chief 
movement  of  persons  other  than  military,  was  appa- 
rently the  movement  of  pilgrims,  or  of  persons  pre- 
tending to  be  pilgrims  for  greater  securit}^  The 
crusades  may  be  regarded  as  an  instance  of  transpor- 
tation of  this  sort,  attaining  enormous  extent  and 
formidable  organization. 

From  the  fact  that  the  religious  organization  is  in 
early  times  the  chief  nurse  and  protector  of  higher 
thought  of  all  kinds,  it  naturally  follows  that  thought- 
transportation  is  an  important  part  of  its  machinery. 
For  example,  in  so  far  as  early  communication  in 
Europe  was  not  military  or  political,  it  was  religious; 
that  is,  it  took  place  in  connection  with  the  religious 
organization  of  society.  Books  and  ecclesiastical 
documents  of  various  sorts  were  circulated  by  travel- 
ing clergy,  letters  on  secular  business  were  entrusted 
to  pilgrims,  and  the  universities,  monasteries,  etc. 
maintained  special  messengers  when  no  regular  post 
existed. 2 

If  we  pass  on  to  consider  a  more  modern  state  of 
society  than  that  of  the  preceding  paragraphs  we  are 
confronted  with  the  problem  of  the  relation  of  trans- 
portation to  ideal  organization  in  its  complicated 
recent  development.  The  word  "religious"  no 
longer  covers  the  ground.  The  churches,  which 
embrace  all  that  is  commonly  understood  under  this 

^Kaempfer's  "  History  of  Japan,"  bk.  v,  chap.  5. 
-"Descriptive  Sociology,"  no.  viii,  p.  134. 
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head,  form  but  a  small  part  of  the  modern  organiza- 
tion of  thought. 

We  may  remark  in  the  first  place  that  we  have 
here,  as  in  the  case  of  political  relations,  an  organi- 
zation of  the  kind  in  question  within  transportation 
itself  as  well  as  in  society  at  large.  Of  the  compli- 
cated structure  of  modern  railway  service,  for  exam- 
ple, a  considerable  part  may  be  regarded  as  devoted 
to  psychical  rather  than  physical  processes;  to  obser- 
vation, discussion,  decision  and  communication.  Sta- 
tistical, accounting  and  auditing  bureaus,  boards  and 
committees  of  various  sorts,  and  many  of  the  higher 
administrative  officers  have  this  character.  On  the 
side  of  the  physical  instruments  of  the  communica- 
tion of  thought  we  have  signals  and  alarms  of  all 
sorts,  a  special  mail,  telegraph  and  despatch  service, 
etc. 

Leaving  this  question  of  internal  structure  as  too 
technical  to  be  very  important  to  our  present  pur- 
pose, we  have  no  difficulty  in  perceiving  that  trans- 
portation is  connected  in  an  important  manner  with 
the  psychical  organization  of  society  in  general.  A 
theory  of  transportation  must  give  some  notion  as  to 
the  character  of  this  connection. 

For  greater  clearness  let  us  recall  in  what  this 
psychical  or  ideal  organization  chiefly  consists. 

In  its  simplest  aspect,  that  of  the  instruments  of 
w^hich  it  makes  use,  it  embraces  all  the  physical 
means  for  the  communication  and  preservation  of 
thought — signs  and  gestures,  spoken  language,  letters 
and  manuscript  records  of  all  sorts,  newspapers  and 
books,  telegraphs  and  telephones.  To  regard  only 
these  physical  instruments,  however,  would  be  like 
limiting  the  study  of  psychology  to  that  of  the  anat- 
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oniy  of  the  nervous  system.  If  we  look  somewhat 
deeper  into  the  matter  we  see  everywhere  social  as 
well  as  physical  arrangements  for  this  purpose.  We 
have  just  seen  that  the  higher  organization  of  the 
personnel  of  transportation  is  largely  psychical.  It 
is  so  with  every  institution,  and  especially  with  that 
most  conspicuous  of  all  institutions,  the  coercive  state. 
The  state  tends  continually  to  develop  on  the  psy- 
chical rather  than  on  the  physical  side.  Legislatures, 
statistical  bureaus,  courts  and  the  higher  administra- 
tive officers  have  functions  of  observation,  commu- 
nication, decision  and  discussion  as  contrasted  with 
the  physical  and  directly  coercive  functions  of  armies, 
navies  and  police. 

We  have  moreover  certain  great  institutions  that 
have  a  distinctly  and  peculiarly  psychical  purpose. 
Such  are  science,  education,  literature  and  art.  These 
are  not  merely  names  for  a  certain  side  of  human 
activity,  but  they  are  institutions  having  a  more  or 
less  definite  social  organization  for  carrying  out  their 
peculiar  purposes.  Thus  the  organization  of  science 
is  without  doubt  the  most  universal  social  mechan- 
ism, and  perhaps  the  most  perfect  for  its  especial  pur- 
pose, that  exists.  Through  its  learned  societies, 
universities,  scientific  books  and  periodicals,  biblio- 
graphies, etc.,  it  maintains  something  like  perfect 
communication  and  unity  of  effort  among  scientific 
men  the  world  over. 

If  one  rightly  considers  the  enormous  intricacy  and 
importance  of  these  psychical  processes  of  society, 
this  social  thinking,  perceiving,  feeling  and  deciding 
in  all  its  unspeakable  multiplicity,  he  may  well  con- 
clude that  its  adequate  analysis  and  interpretation  is 


291]    Et'Iation  of  Trans2wrtation  to  Idetd  Orr/anization.      69 

the  most  complex  and  difficult  problem  ever  offered 
to  science. 

What,  then,  is  the  relation  of  transportation  to 
this  ideal  or  psychical  organization  ?  It  is  obvious, 
on  the  one  hand,  that  the  association  is  somewhat 
close  as  far  as  physical  instruments  are  concerned, 
and  on  the  other  that  these  matters  as  a  whole  are 
far  too  large  to  be  included  in  an  inquiry  directed 
primarily  at  transportation. 

The  fact  is  that  material  transportation  and  the 
communication  of  thought  make  use  in  part  of  the 
same  instruments,  especially  in  their  early  develop- 
ment, and  are  analogous  in  their  functions  even 
when  highly  organized.  On  the  other  hand  their 
functions,  though  analogous,  are  widely  different, 
while  the  course  of  mechanical  and  technical  progress 
tends  more  and  more  to  separate  them  even  in  respect 
to  their  physical  means. 

Thus  a  century  ago  the  ''post"  carried  light  com- 
modities and  was  also  a  vehicle  of  the  transfer  of 
thought.  Persons,  goods,  letters  and  books  went 
by  the  post.  Yet  there  was  never  a  time  when 
communication  and  conveyance  did  not  employ 
different  means  to  a  considerable  extent.  Sig- 
nalling to  a  distance  by  shouting,  by  fires,  smokes, 
etc.,  was  practiced  by  savage  nations  and  at  a 
remote  period  of  time.  The  military  post  of 
the  Persians,  Romans  and  other  warlike  nations 
was  chiefly  for  communication,  while  their  trains 
of  pack  animals  were  only  for  the  carriage  of 
commodities.  So,  more  recently,  but  before  rail- 
roads, there  was  always,  in  addition  to  the  post,  a 
wagon  service  for  the  carriage  of  heavy  commodi- 
ties.    At    the    present    time    the    carriage  of  books, 
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newspapers,  letters  and  other  vehicles  of  thought  is 
effected  by  the  same  means,  for  the  most  part,  as  the 
conveyance  of  light  merchandise.  But  we  have  also 
a  special  mechanism  of  communication  in  telegraphs 
and  telephones,  a  mechanism  that  dispenses  entirely 
with  the  transfer  of  material  masses  and  renders 
communication  instantaneous. 

Nor  should  we  overlook  that  the  carriage  of 
letters,  despatches  and  the  like  is  but  a  small  part  of 
the  physical  mechanism  for  the  communication  of 
thought.  That  mechanism  embraces  spoken  and 
written  language,  the  printing  press  and  the  tech- 
nique of  the  arts  and  sciences.  It  is  with  these  rather 
than  with  transportation  that  the  theory  of  connnu- 
nication  is  most  intimately  and  inevitably  connected. 

Moreover  there  is  good  reason  for  the  separation 
of  the  two  in  the  unlikeness  of  their  processes.  That 
movement  of  physical  masses  Avhich  is  the  essential 
thing  in  transportation  either  does  not  take  place  at 
all  in  the  communication  of  thought,  or  if  it  does  it 
is  merely  incidental  and  not  of  the  essence  of  the 
thing.  Transportation  is  physical,  communication 
psychical.  The  latter  belongs  to  a  distinct  branch  of 
study  of  immeasurable  importance  and  complexity, 
namely,  social  psychology.  It  cannot  profitably  be 
dissociated  from  that  field  of  inquiry  which  embraces 
language  as  an  instrument  of  social  organization  and 
all  the  material  agencies  that  language  employs. 

I  think,  then,  that  a  separation  can  advantageously 
be  made  between  the  theory  of  transportation  and 
the  theory  of  communication,  notwithstanding  that 
they  use,  in  part,  the  same  vehicles,  have  a  common 
aim  in  the  overcoming  of  space,  and  exert  in  many 
ways  an   analogous  influence   upon   social   develop- 
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merit.  A  study  of  communication  from  the  point  of 
view  of  place  relations  may  be  undertaken  in  con- 
nection with  the  study  of  transportation;  but  such  a 
study  cannot  penetrate  more  than  skin-deep  into  the 
social  meaning  of  communication.  In  transportation 
place  relations  and  the  overcoming  of  obstacles  in 
space  are  everything.  In  communication  place  rela- 
tions, as  such,  are  of  diminishing  importance,  and 
since  the  introduction  of  the  telegraph  it  may  almost 
be  said  that  there  are  no  place  relations.  Space — 
distance — as  an  obstacle  to  communication  has  so 
nearly  been  overcome  that  it  is  hardly  worth  con- 
sidering. In  the  transportation  of  material  goods 
and  of  persons  such  a  result  is  inconceivable,  and  in 
this  field  the  ''annihilation  of  space"  must  remain 
a  figure  of  speech.  Although  the  conquest  of  phy- 
sical obstacles  to  movement  is  a  principal  feature  of 
the  development  of  transportation,  yet  it  is  clear 
that  this  conquest  is  only  relative.  It  cannot  be 
said,  on  the  whole,  that  territorial  relations  were 
ever  more  important  in  the  exchange  of  goods  than 
now.  Efficient  transportation  greatly  modifies  and 
extends  them,  making  them  world-wide  instead  of 
local,  but  has  no  tendency  to  diminish  their  general 
significance. 

The  obvious  analogies  between  transportation  and 
communication  are  somewhat  superficial  and  supply 
no  adequate  basis  for  the  common  theoretical  treat- 
ment of  the  two  subjects.  The  nervous  and  circula- 
tory systems  of  the  animal  body  also  offer  close 
analogies  from  an  anatomical  point  of  view;  they  are 
not  more  widely  separated  in  their  functions  than 
are  the  conveyance  of  material  goods  and  the  con- 
veyance of  thought. 
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The  view  here  taken  of  course  does  not  involve 
any  conclusion  as  to  whether  such  means  of  com- 
munication as  telegraphs  do  not  have  political  rela- 
tions so  similar  to  those  of  transportation  that  they 
may  advantageously  be  regulated  in  a  similar  man- 
ner or  even  by  the  same  agencies.  This  is  a  political 
and  administrative  question  that  must  be  decided  on 
quite  different  grounds. 


CHAPTER  IX. 

TRANSPORTATION    AND    ECONOMIC 
ORGANIZATION.! 

In  this  essay  the  economic  idea  is  held  to  be,  at 
bottom,  the  nourishment  idea,  using  the  w^ord  nourish- 
ment in  a  wide  sense  to  include  the  getting  and  using 
of  all  material  commodities  whatever.  As  all  forms 
of  social  organization  require  nourishment  in  this 
sense,  so  all  have  some  kind  of  economic  structure. 
Organizations  devoted  primarily  to  other  ends,  as  the 
family,  the  state,  schools,  need  material  commodities 
and  so  must  have,  secondarily,  an  economic  organi- 
zation of  one  sort  or  another.  There  is  also  a  great 
and  general  organization  that  is  primarily  economic 
and  only  secondarily  anything  else.  This  rests  upon 
the  division  of  labor,  territorial  and  personal,  and 
embraces  the  whole  mechanism  of  production  and 
economic  exchange. 

Theoretically,  therefore,  the  study  of  the  econom- 
ics  of  transportation  covers  two  fields,  that  of  the 

^Strictly  speaking  this  title  covers  also  chapters  x-xiii. 
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economic  structure  existing-  within  transportation 
itself  and  that  of  the  relation  of  transportation  to  the 
economic  organization  of  society  at  large.  The  former 
subject,  as  well  as  the  latter,  is  one  of  very  great  im- 
portance, including  as  it  does  the  private  or  internal 
aspect  of  all  the  problems  of  transportation — such 
questions,  for  example,  as  that  of  the  theory  of  rail- 
road rates  regarded  as  a  means  of  getting  the  great- 
est possible  private  revenue.  In  practice,  however, 
it  will  be  convenient  to  treat  the  two  together,  taking 
chiefly  the  public  standpoint  but  referring  to  the  pri- 
vate where  it  seems  important  to  do  so.  We  come, 
then,  to  the  relation  of  transportation  to  economic 
society. 

We  strike  the  key-note  of  this  matter  when  we 
say  that  the  study  of  economic  transportation  is 
equivalent  to  the  study  of  economy  in  its  place  rela- 
tions. Transportation  is  a  mechanism  for  moving 
things  and  persons  from  one  place  to  another,  and  so 
far  as  economic  phenomena  are  related  to  this  move- 
ment they  are  related  to  transportation.  Whatever 
is  connected  with  territorial  conditions,  with  the  sur- 
face of  the  earth  considered  as  an  area,  is  connected 
with  transportation,  which  is  a  mechanism  conformed 
to  these  conditions. 

The  whole  matter,  then,  of  the  distribution  of  pop- 
ulation, wealth  and  industries  over  the  face  of  the 
earth  is  in  one  of  its  aspects  a  matter  of  transpor- 
tation. We  have  before  us  such  great  questions  as 
that  of  the  territorial  division  of  labor,  general  and 
local,  the  concentration  of  population  in  cities,  the 
location  of  cities,  and  the  relation  of  territorial  con- 
ditions to  prices,  markets,  competition  and  other 
phases    of    economic    exchange.     These    are,    to    be 
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sure,  questions  of  transportation  in  only  one  of  their 
many  aspects;  but  that  one  is  important,  perhaps 
as  important  as  any. 

The  best  plan  of  procedure  in  discussing  these  ques- 
tions will  be  to  begin  with  their  simpler,  more  phy- 
sical or  mechanical,  aspects,  and  then  go  on  to  those 
that  are  more  complex  or  symbolic.  Commencing, 
then,  with  the  segregation  of  population  as  a  merely 
physical  matter,  we  shall  pass  first  to  some  discus- 
sion of  the  territorial  division  of  labor  and  of  the 
theor}'  of  cities,  and  then  to  the  relation  of  transpor- 
tation to  a  complex  system  of  commercial  exchange. 

Without  transport  mankind  would  necessarily  be 
pretty  uniformly  distributed  over  the  surface  of  the 
arable  earth,  the  main  irregularities  being  those 
due  to  differences  in  the  fertility  of  the  soil.  The 
earth  is  the  only  primary  source  of  food,  and  man 
must  stay  where  the  food  is  produced  unless  he  can 
have  it  brought  to  him.  The  existence  of  the  small- 
est village  involves  the  movement  of  commodities  to 
and  from  it,  the  beginnings  of  social  transportation. 
Side  by  side  with  this  general  fact  we  have  the  fact, 
equally  general,  that  development  is  dependent  upon 
differentiation,  upon  the  breaking  up  of  uniformity 
and  the  redistribution  into  a  complex  and  interde- 
pendent system  of  centers  of  mass  and  force.  Or, 
to  be  more  specific,  any  efficient  organization  of  in- 
dustry is  quite  inconceivable  without  the  concentra- 
tion of  men  and  other  industrial  forces  in  cities  and 
and  other  foci  of  industrial  activity.  Economy  of 
force  and  concentration  are  inseparable.  All  kinds 
of  industry  except  agriculture  are  distinctly  and 
directly  centralizing  in  their  tendency.  Xor  is  agri- 
culture a  real  exception,   since   efficient  agriculture 
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means  specialized  agriculture,  and  specialization  im- 
plies centers  of  collection  and  distribution. 

Apparently  this  tendency  to  industrial  concentra- 
tion must  continue  to  be  an  accompaniment  of  in- 
dustrial progress.  It  is  sometimes  said  in  a  specula- 
tive way  that  tlie  present  industrial  concentration  is 
the  concentration  incident  to  the  generation  of 
power  from  coal  through  steam,  and  that  if  elec- 
tricity, for  example,  should  accomplish  the  economical 
distribution  of  power  from  a  central  plant  over  wide 
areas,  industrial  concentration  would  diminish.  As 
to  this  it  may  be  said  that,  even  though  power  could 
be  distributed  indefinitely  without  loss,  this  distribu- 
tion could  by  no  means  produce  the  effect  suggested. 
The  division  of  poAver  is  the  simplest  of  many  ques- 
tions of  division  that  must  first  be  solved.  How 
divide  expensive  machinery,  such  as  steam-hammers, 
rolling  mills  and  the  like?  Production  is  daily 
becoming  more  dependent  upon  complicated  and 
costly  pieces  of  machinery  to  multiply  which  would 
be  quite  out  of  the  question.  If  this  problem  could 
conceivably  be  solved  there  would  still  arise  the 
more  difficult  one  of  the  division  of  the  social  ma- 
chinery of  collection,  distribution  and  economic  ex- 
change that  must  ever  accompany  complex  industry. 

The  point  here  is,  of  course,  that  transportation  is 
the  instrument  of  all  social  specialization  in  place. 
Just  in  the  degree  that  transportation  is  mechanically 
efficient  can  this  segregation  of  men  and  things  in 
accordance  with  various  laws  of  economic  progress, 
take  place. 

It  is  also  true,  however,  that  since  the  aim  of  trans- 
portation is  to  set  men  free  in  respect  to  place  rela- 
tions, to  make  these  relations  more  plastic  to  social 
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needs,  it  can  mitigate  or  do  away  with  those  aspects 
of  concentration  that  are  socially  undesirable.  The 
extreme  concentration  of  population  at  centers  has, 
for  example,  deplorable  effects  upon  the  health,  in- 
telligence and  morals  of  persons  who  have  to  live 
in  such  places.  Transportation  having  rendered  ex- 
extreme  concentration  possible  now  turns  around  and 
by  means  of  street  railways  and  other  forms  of  urban 
travel  endeavors  to  mitigate  its  evils.  Humanity  de- 
mands that  men  have  sunlight,  fresh  air,  grass  and 
trees.  It  demands  these  things  for  the  man  himself 
and  still  more  earnestly  for  his  wife  and  children. 
On  the  other  hand,  industrial  conditions  require  con- 
centration. It  is  the  office  of  urban  transportation 
to  reconcile  these  conflicting  requirements;  in  so  far 
as  it  is  efficient  it  enables  men  to  work  in  aggregates 
and  yet  to  live  in  decent  isolation.  The  greater  its 
efficiency  in  speed,  cheapness  and  convenience,  the 
greater  the  area  over  which  a  given  industrial  popu- 
lation may  be  spread. 

The  development  of  transportation  and  of  the  ter- 
ritorial division  of  labor  must  ever  proceed  side  by 
side.  Neither  can  be  said  to  go  before  the  other, 
since  they  are  mutually  dependent.  The  only  source 
of  local  or  international  trade  in  ancient  or  modern 
times  is  international  or  local  specialization  in  pro- 
duction— something  is  produced  in  one  place  which 
is  lacking  in  another.  In  the  presence  of  ,an 
active  demand  for  these  distant  commodities  they 
tend  to  move  from  the  place  where  they  are  produced 
to  the  place  requiring  them;  transportation  is  set  up. 
On  the  other  hand  the  transportation  resulting  from 
these  forces  is  by  no  means  a  mere  passive  effect 
but  becomes  in  turn  a  very  active  cause  of  counter- 
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changes.  It  enormously  stimulates  and  greatly 
modifies  that  specialization  to  which  it  owes  its  ori- 
gin. Under  the  spur  of  transportation  existing  dif- 
ferences in  production  are  increased  and  new  ones 
are  introduced  that  could  not  well  have  been  main- 
tained previously.  Amid  the  complication  of  causes 
and  effects,  of  reiterated  interaction,  from  which 
economic  life  as  a  whole  results,  transportation,  de- 
termined in  great  measure  by  permanent  natural 
conditions,  has  its  firm  position  as  one  of  the  funda- 
mental and  comparatively  independent  causes.  There 
is  no  first  cause:  this  one  is  as  early  as  any. 

On  account  of  its  peculiar  relation  to  place-special- 
ization in  industry  transportation  increases  more 
rapidly  than  production.  As  the  efficiency  of  produc- 
tive processes  is  multijjlied  by  the  division  of  labor, 
the  bulk  of  goods  carried  is  increased  not  only  pro- 
portionately but  far  more  than  proportionately.  A 
greater  share  of  the  whole  product  must  be  con- 
veyed from  one  place  to  another.  Thus  in  a  some- 
what simple  state  of  society,  where  half  of  what  is 
consumed  is  produced  at  home,  the  other  half  only 
will  require  transportation.  If  owing  to  greater 
territorial  division  of  labor  nine-tenths  of  what  is 
consumed  comes  from  abroad,  transportation  must 
increase  in  the  same  ratio,  independently  of  that 
general  increase  of  production  which  goes  on,  of 
course,  at  the  same  time.  Conveyance,  then,  is  an 
industry  that  must  ever  grow  much  more  rapidly 
than  industries  in  general.  One  puts  the  matter 
forcibly  if  not  accurately  when  he  says  that  trans- 
portation increases  as  the  square  of  production. 

For  the  closer  study  of  the  relation  of  conveyance 
to  the  territorial  division  of  labor  we  must  turn  to  the 
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latter  and  observe  that  there  are  two  underlying 
reasons  for  it.  Place-specialization  in  industry  is 
necessary,  first,  because  of  the  economy  inherent  in 
the  principle  of  the  division  of  labor;  second,  because 
of  the  existence  of  local  facilities  for  production. 
These  causes,  though  everywhere  in  operation — 
sometimes  in  harmony,  sometimes  at  variance — are 
in  theory  quite  distinct.  If  the  surface. of  the  earth 
could  be  conceived  as  perfectly  uniform,  offering 
nowhere  peculiar  natural  encouragement  to  the  de- 
velopment of  particular  kinds  of  production,  men 
would  yet  find  their  advantage  in  local  specialization 
because  specialization  saves  force.  On  the  other 
hand,  even  though  there  were  no  economy  in  the 
territorial  division  of  labor  as  such,  yet  the  face  of 
the  earth  being  diversified  as  it  is,  territorial  division 
would  result  from  that  diversity.  Even  in  the  first 
case  men  would  aggregate  in  towns,  cities  and  fac- 
tories; even  in  the  second  they  would  produce  wheat 
in  one  place,  cattle  in  another  and  metals  in  a  third. 
It  will  be  worth  while  to  divide  these  two  principles 
in  thought  and  to  glance  at  their  separate  operation. 

First,  then,  is  place-specialization  in  industry  re- 
garded simply  as  an  economic  distribution  of  force 
and  without  reference   to  differing  natural  facilities. 

I  have  already  remarked,^  in  a  general  way,  that 
transportation,  in  the  absence  of  marked  diversity 
in  the  earth's  surface,  tends  to  take  on  a  complex 
radial  form,  the  primary  roads  converging  to  central 
points  which  are  themselves  connected  by  secondary 
roads  with  other  and  more  important  centers.  In 
its  operation  this  tendency  is  closely  associated  with 
the  principle  of  local  division  of  labor,  and  the  two 

iPage  14. 
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acting  together  bring  about  that  primary  separation 
into  town  and  country  everywhere  observed.  The 
tendency  of  society  to  divide  into  town  and  country 
comes  from  the  economy  of  division  of  labor;  the  size 
and  location  of  towns  is  determined  largely  by  trans- 
portation. The  blacksmith,  the  miller,  the  carpenter, 
etc.  are  required  in  every  agricultural  community: 
convenience  of  access  to  them  and  other  craftsmen 
calls  for  the  formation  of  a  village  at  a  point  easily 
reached  by  converging  roads.  The  question  whether 
this  division  and  concentration  of  labor  shall  be  car- 
ried so  far  as  the  building  of  large  towns  depends 
upon  the  facilities  of  movement  to  and  from  the 
center. 

If  those  facilities  permit  we  have,  situated  near 
the  center  of  a  group  of  country  villages,  a  large 
town  connected  with  them  by  converging  highways. 
The  country  villages  themselves,  instead  of  being 
simply  centers  where  the  farmers  and  craftsmen 
meet  and  exchange  products,  now  become  the  start- 
ing point  and  end  of  longer  movements  between  the 
villages  and  the  town.  They  become  centers  of 
collection  for  such  commodities  as  are  produced  in 
the  neighborhood  and  of  distribution  for  such  as  are 
brought  in  from  abroad.  The  division  of  labor  in 
them  is  increased  by  the  addition  of  a  class  that 
occupies  itself  with  buying,  selling  and  storing  the 
goods  that  go  abroad  or  come  thence.  The  forma- 
tion of  the  large  town  is  due  to  precisely  the  same 
forces  as  the  formation  of  the  village;  the  higher 
division  of  labor  requires  factories  and  other  forms 
of  concentrated  production  which  call  together  a  large 
population  and  must  be  located  with  reference  to  the 
conditions  of  transportation.     And  these  large  towns 
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are  again  connected  with  great  cities  whose  exist- 
ence is  due  to  the  same  general  causes. 

In  the  larger  town  we  see  another  sort  of  local 
division  of  labor  introduced  in  the  specialization  of 
the  various  parts  of  the  city.  The  separation  between 
city  and  suburbs,  between  the  portions  assigned  to 
residence  and  to  business,  is  an  example.  It  is  this 
that  chiefly  determines  the  character  of  local  passen- 
ger movement  by  street  and  elevated  railways  and 
other  forms  of  rapid  transit.  Here  also  we  see  at 
work  the  general  principle  that  the  degree  of  special- 
ization is  determined  by  the  efficiency  of  transporta- 
tion. Only  as  the  machinery  of  this  local  movement 
is  developed  can  we  have  that  separation  between 
the  place  of  living  and  the  place  of  working  that 
permits  certain  parts  of  cities  to  be  devoted  wholly 
to  industry.  The  speed  of  street-cars  determines  the 
distance  from  his  work  at  which  a  man  can  conve- 
niently live.^  Another  form  of  place-specialization 
in  cities  is  the  setting  apart  of  different  quarters  for 
different  industries.  This  existed  in  mediseval  cities, 
and  is  quite  marked  in  modern  ones  -  The  wholesale 
and  retail  quarters  are  commonly  quite  distinct,  while 
the  chief  establishments  in  each  line  of  industry  may 
be  found  grouped  together.  Only  restaurants,  retail 
provision  and  drug  shops,  and  other  places  where 
small  and  frequent  purchases  must  be  made,  are 
without  this  segregation. 

The  larger  the  city  the  greater  the  part  played  in 
it  by  those  industries  that  are  concerned  with  move- 

^Compare  pp.  76,  124  et  seq. 

-In  the  middle  ages  this  segregation  appears  often  if  not  usually 
to  have  been  compulsor3\  See  Ashley,  "English  Economic  His- 
tory," ii,  19. 
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nient.  At  an  important  center  we  have  radial  move- 
ments in  and  out — centrifugal  and  centripetal — of  a 
very  complex  character.  There  is,  to  begin  with,  the 
local  or  primary  movement  of  commodities  to  and 
from  the  country  in  the  immediate  vicinity.  This  is 
of  the  same  sort  as  that  about  a  country  village  and 
is  effected  chiefly  by  the  teams  and  wagons  of  the 
farmers,  gardeners,  etc.  Next  is  the  other  local 
movement  peculiar  to  the  large  centers  of  population 
and  exchange.  To  accomplish  this  we  have  for  com- 
modities a  countless  multitude  of  trucks,  wagons,  etc., 
for  persons  hacks,  omnibuses,  street,  elevated  and 
underground  railways  of  all  sorts,  bicycles  and  the 
like.  Even  the  movement  up  and  down  becomes 
here  so  important  that  we  cannot  well  omit  freight 
and  passenger  elevators  from  the  list  of  means  of 
transportation.  All  of  these  devices,  of  course,  have 
their  numerous  personnel  and  their  important  and 
costly  mechanism — tracks,  overhead  and  under- 
ground structures,  wires,  cables,  power-plants  and 
barns.  Together  they  make,  as  any  one  may  see,  an 
industry  that  takes  up  a  great  part  of  the  labor  and 
wealth  of  the  city. 

Not  only  the  local  movement  but  the  longer  movement 
connecting  the  city  with  other  towns  and  cities,  re- 
quires its  own  complex  machinery.  The  terminal  struc- 
tures of  railroads  for  the  accommodation  of  passen- 
gers and  freight,  oflfices,  storage- warehouses,  hotels, 
grain  elevators,  docks  and  the  like,  are  an  important 
and  conspicuous  part  of  city  structure  on  the  mate- 
rial side  and  the  people  connected  with  them  are 
equally  important  on  the  personal  side.  All  indus- 
tries concerned  with  the  collection  of  commodities 
and  persons  in  the  city  for  shipment  away  from  it,  in 
6 
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the  distribution  of  commodities  and  persons  coming 
in  from  without,  or  in  the  transfer  and  storage  of 
what  is  passing  through  the  city,  are  a  part  of  the 
machinery  of  this  secondary  or  distant  movement. 
Nor  should  it  be  forgotten  that  the  whole  mechanism 
of  commercial  exchange. — wholesale  and  retail  shops 
and  stores,  banks  and  other  instruments  of  trade, — 
is  in  one  sense  a  part  of  the  means  for  the  movement 
of  commodities  and  persons.  The  relation  of  trans- 
portation to  exchange  will  presently  be  examined 
more  closely. 

All  those  forms  of  place-specialization  that  have 
been  described  can  be  conceived  to  exist  in  a  country 
without  natural  diversity  of  surface.  They  would 
grow  up  out  of  the  economy  resulting  from  the  divi- 
sion of  labor  even  were  they  not,  as  in  fact,  stimu- 
lated and  modified  by  a  difference  in  the  natural 
capabilities  of  places.  As  a  matter  of  fact  they  do 
take  place  in  regions  w^here  there  is  almost  no  per- 
ceptible diversity  in  natural  conditions.  This  is  the 
case  over  wide  areas  in  certain  of  the  western  states 
of  this  country,  where  the  land  is  flat  and  of  uni- 
form fertility,  the  rivers  too  small  to  be  navigable, 
and  irrigation  unnecessary.  The  railroad  alone 
enters  to  disturb  the  prevailing  homogeneity.  A  con- 
siderable town  grows  up  at  a  central  point  whose 
position  is  often  determined  by  the  accidental  cir- 
cumstance that  it  is  near  the  center  of  a  county 
and  therefore  chosen  for  the  county  seat.  This 
slight  advantage  gives  it  a  start,  and  popula- 
tion and  industry  accumulate  around  it  simply 
because  economic  progress  requires  industrial  centers. 
About  such  centers  the  roads  exhibit  much  of  that 
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radial  arrangement'  which  transportation  naturally 
takes  on  in  the  absence  of  diverse  physical  con- 
ditions. 

More  commonly,  however,  transportation  and 
place-specialization  in  industry  are  closely  asso- 
ciated with  and  determined  by  differences  in  the 
character  of  the  earth's  surface.  For  the  purposes 
of  the  present  inquiry  we  may  think  of  all  these 
natural  differences  as  of  two  sorts:  first,  fixed  local 
facilities  for  production,  such  as  coal,  iron  and  other 
mines,  water  power,  fisheries,  peculiar  qualities  of 
soil,  etc.;  second,  natural  facilities  for  transporta- 
tion. Differences  of  the  first  sort  are  precedent  to 
and  independent  of  transportation,  but  affect  it  in- 
directly by  influencing  production.  Those  of  the 
second  sort  are  not  only  the  chief  factors  in  deter- 
mining transportation  but  in  doing  so  they  create 
facilities  for  production.  These  propositions  will 
be  more  fully  elaborated  as  we  proceed.  The  point 
here  made  is  that  the  economic  distribution  of  per- 
sons and  goods  over  the  surface  of  any  country  is 
ultimately  determined  by  natural  conditions  falling 
under  these  two  classes. 

In    hilly   regions   a  jDoint   convenient    for    getting 

water   power  from  a  stream  very  commonly  fixes  a 

mill  site  about  which  a  village  grows  up.     Here  is  a 

simple  example  of  a  naturrJ  facility  for  production 

making  the  nucleus  about  which  population  clusters 

under  the  operation  of  the  principle  of  local  division 

of  labor.     This  simple  example  may  be  looked  upon 

^But  not  so  much  as  would  be  advantageous.  Compare  Professor 
Jenks's  monograph  on  "  Eoad  Legislation  for  the  American  State," 
p.  49  et  seq.  [In  Publications  of  the  American  Economic  Associa- 
tion, vol.  iv.]  The  allotment  of  land  by  sections  interferes  with 
the  natural  arrangement. 
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as  the  prototype  of  a  large  class  of  mining  and  man- 
ufacturing towns  and  cities.  The  existence  of  mines 
builds  up  towns  and  cities  in  regions  otherwise 
wholly  uninhabitable,  and  manufactures  of  a  coarser 
sort,  such  as  lumber  mills,  blast  furnaces,  etc.,  must 
commonly  be  placed  near  the  source  of  raw  material, 
as  in  the  case  of  saw-mills,  or  of  fuel,  as  in  the  case 
of  the  iron  industries. 

These  local  facilities  cannot  be  utilized  without 
transportation,  and  they  supply  one  of  the  chief  spurs 
to  its  progress.  From  this  point  of  view  the  efficiency 
of  transportation  is  measured  by  the  degree  in  which 
it  enables  natural  resources  to  be  exploited.  The  more 
perfect  is  transportation  the  more  exclusively  can 
people  everywhere  devote  themselves  to  those  pur- 
suits for  which  their  dwelling-place  is  suited.  The 
territorial  division  of  labor  takes  place  and  industry 
becomes  interdependent  and  organic.  How  but  for 
this  could  a  large  population  in  the  southwest  devote 
themselves  exclusively  to  the  raising  of  cattle, 
another  large  population  in  the  northwest  to  grow- 
ing wheat,  another  in  Pennsylvania  to  the  iron 
manufacture,  and  so  on  ?  To  make  only  one  thing 
means  that  nearly  all  the  product  must  be  sent 
abroad  and  most  needs  supplied  from  thence.  We 
see  in  the  condition  of  agriculture  in  many  parts  of 
the  United  States  what  a  hindrance  imperfect  trans- 
portation is  to  economic  development.  The  second- 
ary or  long  distance  transportation,  the  railroad,  has 
outstripped  the  means  of  the  local  or  primary  move- 
ment, the  country  road.  The  last  remains  for  the 
most  part  in  a  miserable  condition,  offering  an  in- 
superable obstacle  to  the  bringing  of  agricultural 
products  from  any  great  distance  and  confining  pro- 
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fitable  farming  to  the  strip  of  land  nearest  the  rail- 
road. 

So  in  turn  the  existence  of  local  facilities  for  pro- 
duction stimulates  transportation.  It  was  the  move- 
raient  of  coal  that  caused  the  construction  of  tram- 
ways in  England,  that  suggested  and  stimulated  the 
inventions  of  Stephenson. ^  that  furnished  an  early 
motive  for  the  building  of  railways  in  the  United 
States.-  In  general,  mines,  which  are  commonly 
situated  among  mountains,  have  been  of  the  first 
importance  in  the  development  of  land  transporta- 
tion. They  have  forced  it  out  of  its  easier  channels 
and  compelled  it  to  surmount  the  most  formidable 
obstacles. 

In  attempting  comparison  between  different  coun- 
tries and  different  times  with  reference  to  the  devel- 
opment of  industrial  specialization,  we  find  the 
question  greatly  modified  and  complicated  by  differ- 
ences in  the  state  of  the  industrial  arts  and  in  the 
industrial  character  of  the  people.  We  may,  how- 
ever, abstract  some  general  principles  concerning 
the  relation  between  the  development  of  transporta- 
tion and  that  of  the  territorial  division  of  labor. 
Thus,  from  the  point  of  view  of  the  utilization  of 
natural  forces,  the  local  division  of  labor  may  be 
said  to  develop,  under  the  influence  of  transporta- 
tion, in  three  chief  ways. 

1,  From  a  natural  or  primary  specialization,  that 
is,  one  so  necessitated  by  natural  conditions  that  it 
exists  before  the  interchange  of  products,  to  a  social 
or  secondary  specialization,  that  is,  one  that  could 
not  exist  without  interchange. 

^Smiles'  "  Life  of  Stei^henson." 

^Ringwalt's  "Transportation  Systems  in  the  United  States,"  p. 
68  et  seq. 
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"2.  From  a  specialization  upon  light  and  costly 
commodities,  that  is,  those  comprising  great  value  in 
small  bulk,  to  one  upon  those  that  are  heavier  and 
cheaper, 

3,  From  a  specialization  confined  to  durable  com- 
modities to  one  that  includes  also  perishable  com- 
modities. 

It  is  clear  that  these  changes  in  production  are  the 
reflection  of  changes  in  transportation  and  are  insep- 
arable from  the  latter.  The  interchange  of  bulky 
and  perishable  commodities  means  quicker  and 
cheaper  movement. 

That  there  is  a  natural  specialization  of  products 
before  trade  arises  is  easily  seen.  Nature  supplies 
gold,  spices,  furs  and  other  things  of  great  value 
which  are  unattainable  in  some  places,  and  in  others 
to  be  had  almost  without  labor.  Savage  tribes  pro- 
duce what  they  can  produce  easiest.  In  the  tropics 
they  live  upon  cocoa-nuts,  elsewhere  upon  game  or 
milk.  The  earliest  trade  is  simply  an  interchange  of 
these  familiar  products,  and  production  is  at  first 
stimulated  without  being  changed  in  character. 
Thus  Heeren'  classifies  the  commodities  of  the  primi- 
tive land  commerce  of  the  east  as  follows: 

I.  Precious  metals  and  gems:  gold,  silver,  precious 
stones,  pearls,  etc. 

II.  Articles  of  clothing:  fine  wool  and  cotton  and 
their  manufactures,  silks,  fui's. 

III.  Spices,  aromatic  woods  and  gums. 

Most  of  these  things  are  obviously  primary  natural 
products.  They  are  also  such  as  comprise  great 
value  in  small  bulk  and  are  not  perishaV)le  through 
simple  lapse  of   Lime.     Modern   commerce  is   widely 

1  "Researches,"  "Asiatic  Nations,"  i,  40  et  sseq. 
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different  in  all  these  respects.  Only  a  minute  portion 
of  its  commodities  are  at  once  natural,  costly  and 
durable.  The  great  bulk  of  it  consists  of  relatively 
cheap  things:  grain,  iron  and  its  manufactures,  coal, 
cattle  and  meat,  cheap  cloths.  Again,  though  it  is 
still  largely  concerned  with  raw  materials,  the  pro- 
ducts of  mines  and  of  agriculture,  these  are  seldom 
the  obvious  and  indigenous  products  of  a  primitive 
industry.  And,  lastly,  a  large  and  increasing  pro- 
portion of  what  is  exchanged  is  perishable,  as  dressed 
meat,  fruit  and  the  like. 

It  seems  only  necessary  to  state  these  principles  in 
order  to  secure  their  acceptance.  How  little,  for  ex- 
ample, of  that  specialization  now  existing  among  the 
pursuits  of  the  people  of  the  United  States  could  have 
been  maintained  under  a  system  of  transportation 
like  that  caravan  movement  which  sufficed  for  the 
splendid  commerce  of  the  primitive  east.  Ours  could 
have  none  of  that  splendor.  We  have  gold,  to  be 
sure,  on  one  border  of  our  land,  but  silks,  gems, 
spices,  unguents  and  the  like  are  almost  entirely 
lacking.  Our  heavy  though  useful  products  could 
not  be  moved  at  all;  each  neighborhood  would  have 
to  produce  what  it  consumed;  agricultural  tools  could 
not  be  had,  the  men  of  the  plains  would  have  to  live 
in  adobe  huts,  food  would  everywhere  be  limited  to 
a  few  indigenous  products,  great  cities  would  be  out 
of  the  question;  in  a  word,  the  American  continent 
could  support  nothing  but  a  squalid,  ignorant  and 
hopeless  peasantry. 

Of  the  two  sorts  of  diversity  in  natural  conditions 
alleged  a  foAv  pages  back  as  chiefly  determining  the 
territorial  distribution  of  population  and  wealth, 
namely,  natural  facilities  for  production  and  natural 
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facilities  for  transportation,  I  have  so  far  confined 
myself  as  closely  as  possible  to  the  former.  I  have 
considered  mines,  water  power,  fertility  of  soil  and 
the  like,  as  fundamental  causes  in  determining  the 
growth  and  location  of  industries  and  of  population, 
stimulating  movement  and  in  great  part  determining 
its  character.  Passing  now  to  natural  facilities  for 
transportation  we  note,  in  the  first  place,  that  it  is 
in  many  if  not  most  cases  these,  and  not  facilities  of 
the  former  class,  that  determine  the  location  of  man- 
ufacturing-industries and  of  the  population  associated 
with  them.  Convenience  of  transportation  becomes 
itself,  in  all  advanced  conditions  of  industry,  the 
most  important  of  local  facilities  for  production. 
While  it  is  true  that  the  cruder  manufacturing  pro- 
cesses, such  as  the  sawing  of  lumber,  the  smelting  of 
ore  and  the  coarser  iroix  industries,  must  take  place 
near  the  source  of  raw  material:  those  of  a  finer  sort, 
in  which  the  cost  of  moving  the  raw  materials  is 
relatively  less  important,  tend  to  seek  the  large  cen- 
ters of  the  collection,  distribution  and  exchange  of 
products.  The  vicinity  of  cities,  wherever  these 
may  be  located,  will  always  be  the  chief  seat  of  the 
finer  manufactures  on  account  of  the  conveniences 
that  cities  offer  for  selling  and  shipping  goods. 

Before  going  farther  it  will  be  well,  for  the  sake  of 
clearness,  to  indicate  in  a  general  way  the  character 
of  the  relation  between  the  conveyance  of  goods  and 
commercial  exchange.  I  have  just  pointed  out 
the  connection  of  transportation  with  one  part  of  the 
economic  process,  namely,  agricultural  and  manu- 
facturing iudustr}-;  if  I  can  now  show  its  con- 
nection with  the  exchange  of  goods  I  shall  have 
isolated  it,  as   far  as  possible,  from  those  inquiries 
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with  which  it  is  most  closely  associated,  and  shall  be 
in  a  position  to  formulate  a  theory  of  its  own  peculiar 
action  in  determining  the  local  distribution  of  popu- 
lation and  goods. 

What,  speaking  generally,  is  the  relation  that 
transportation  bears  to  the  rest  of  those  activities 
known  as  trade  or  commerce  ?  Commerce  is  com- 
monly understood  to  embrace  transportation  and 
exchange  (purchase  and  sale),  with  incidental  regard 
to  the  underlying  conditions  of  production  and  con- 
sumption. Of  these,  transportation  grows  out  of 
territorial  conditions,  purchase  and  sale  out  of  the 
institution  of  property.  As  the  need  for  the  division 
of  labor,  conditioned  by  territorial  relations,  finds  its 
solution  in  transportation,  so  the  same  need,  condi- 
tioned by  the  institution  of  property,  works  itself  out 
in  exchange.  The  movement  of  goods  cannot  be 
organized  without  changes  in  their  ownership  any 
more  than  without  means  of  transportation.  The  one 
is  physical,  the  other  symbolic. 

Since,  then,  the  two  are  so  intimately  bound 
together,  how,  it  may  be  asked,  is  it  possible  to  dis- 
sociate them,  and  what  is  gained  by  such  dissociation? 
The  reply  is  that  all  social  processes  are  intimately 
bound  up  with  others,  and  isolation  of  one  can  only 
be  partial  and  provisional.  This  provisional  isolation, 
however,  is  indispensable  to  analysis.  In  this  case, 
by  separating  transportation  from  commerce  and 
fixing  attention  upon  territorial  relations,  we  elimi- 
nate most  of  those  numerous  and  complicated 
phenomena  that  make  up  exchange,  and  get  a 
comparatively  limited  field  that  offers  interesting- 
questions  peculiarly  its  own.  These  questions  are 
chiefly  those  arising  from  a  study  of  the  economic 
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process  from  the  point  of  yiew  of  location.  In  the 
theory  of  the  location  of  towns  and  cities,  a  question 
at  which  we  are  now  arrived,  exchange  plays  a  sub- 
ordinate part  and  may  be  regarded  simply  as  the 
symbolic  aspect  of  transportation.  As  far  as  place 
relations  are  concerned,  transportation  determines 
exchange  and  not  vice  versa. 


CHAPTER  X. 

THE  LOCATION  OF  TOWNS  AND  CITIES. 

The  theory  of  urban  location  is  an  extremely  com- 
plicated matter,  and  not  wholly  a  matter  of  transpor- 
tation nor  of  economic  relations.  In  early  and  war- 
like times  military  considerations  are  of  great  if  not 
paramount  importance  in  the  original  placing  of 
cities.  The  first  towns  in  militant  communities  are 
forts,  and  their  inhabitants  find  in  them  a  defence,  a 
basis  for  hostile  incursions,  and  a  means  of  holding 
conquered  territory.  There  have  also  been  and  still 
are  cities  that  owe  their  importance  to  religious 
prestige,  the  supposed  sacredness  of  a  particular 
place. ^  Political  forces  may  also  determine  the  mat- 
ter,— a  modern  instance  is  the  fact  already  noted, 
that  in  the  western  United  States,  in  regions  where 
there  is  almost  no  diversity  of  surface,  a  considerable 
town  often  grows  up  at  the  county  seat  simply  because 
of  the  slight  advantage  due  to  the  location  there  of 

^See  Robertson  Smith  in  "Encyclopedia  Britannica,"  art. 
"Mecca."  The  importance  of  Rome,  since  the  fall  of  the  empire, 
has  rested  to  a  great  degree  upon  religious  prestige. 
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the  public  buildings  and  offices.  Nor  can  it  be  denied 
that  the  site  of  cities  is  sometimes  fixed  by  no  better 
reason  than  the  chance  and  possibly  unwise  selection 
of  the  first  colonists. 

These  are  examples  of  causes  quite  apart  from  the 
economic  considerations  that  become  predominant  as 
society  advances.  They  may  work  with  or  against 
the  latter.  In  many  cases  it  would  seem  that  the 
military  requirement  acts  merely  as  a  modifying 
force.  The  position  of  a  city  is  determined  by 
economic  causes  within  certain  limits,  wider  or 
narrower  as  the  case  may  be,  and  within  these 
limits  the  exact  site  is  fixed  by  military  availability. 

Aside  from  these  causes  cities  owe  their  origin 
entirely  to  economic  forces.  I  have  attempted  to  show 
that  among  these  forces  transportation  is  the  most 
important  if  we  look  at  the  question  from  the  point 
of  view  of  location;  though  it  was  not  denied  that 
local  facilities  for  production  exercise  an  important 
and  independent  influence.  Our  next  inquiry  must 
be  as  to  the  manner  in  which  transportation  acts  in 
determining  the  location  of  industrial  centers.  The 
following  is  offered  as  the  most  general  statement 
of  the  law. 

Population  and  wealth  tend  to  collect  wherever  there 
is  a  break  in  transpGrtation. 

By  a  break  is  meant  an  interruption  of  the  move- 
ment at  least  sufficient  to  cause  a  transfer  of  goods 
and  their  temporary  storage.  If  this  physical  in- 
terruption of  the  movement  is  all  that  takes  place 
we  have  what  I  may  call  a  mechanical  break;  but 
if  on  account  of  the  close  relation  between  transpor- 
tation and  exchange  already  pointed  out  the  physical 
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interruption  causes  a  change  in  the  ownership  of  the 
transported  goods,  we  have  a  commercial  break. 

It  will  at  once  be  obvious  that  a  break  of  the  first 
sort  is  of  much  less  importance  than  one  of  the 
second.  Even  a  mechanical  break  may,  however, 
bring  together  a  good  many  persons  and  necessitate 
considerable  structures.  There  must  be  loading, 
unloading  and  intermediate  carriage  of  some  sort. 
There  must  be  buildings  for  storage,  with  persons  to 
care  for  them  and  for  the  goods  they  contain.  There 
must  also  be  some  sort  of  provision  for  the  instru- 
ments of  transportation — ships,  camels,  railroad  cars, 
or  whatever  they  may  be — during  the  process  of 
loading  and  unloading;  provision  also  for  the  per- 
sons that  accompany  them.  Around  this  group  of 
specialized  labor  and  appliances  there  must,  of 
course,  collect  a  corresponding  agricultural,  artisan 
and  shopkeeping  population  of  the  sort  characteristic 
of  the  time  and  country  in  question. 

The  commercial  break  is  almost  always  present  at 
or  near  the  physical  interruption  and  greatly  in- 
creases its  importance.  Where  a  break  of  this  sort 
exists  on  an  important  line  of  transportation — 
though  it  be  in  the  midst  of  a  desert — there  must 
be  a  commercial  city. 

The  reason  is  not  obscure.  At  a  commercial  break 
there  necessarily  arise,  beside  the  machinerj"  of 
transfer  and  storage  already  spoken  of,  the  highly 
organized  personnel  and  appliance  of  economic  ex- 
change. There  must  be  a  class  of  merchants  and 
money-changers,  who  require  buildings  more  or  less 
elaborate  for  the  carrying  on  of  their  business,  and 
whose  wealth  tends  to  a  splendid  style  of  living  and 
draws  together  a  relatively  large  and  various  sub- 
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sidiary  population.  The  nucleus  thus  formed,  of  a 
commercial  city,  tends  stronglj^  though  the  ten- 
dency may  be  counteracted  by  adverse  conditions,  to 
become  the  seat  of  manufactures,  of  political  power, 
and  of  the  central  institutions  of  all  varieties  of  social 
organization.  Even  in  the  most  primitive  states  the 
commercial  capital  usually  becomes  the  political 
capital  and  is  commonly  the  seat  of  the  chief  temples 
and  of  the  culture  of  letters  and  art. 

The  next  question  is,  whence  do  breaks  arise  ?  If 
they  have  these  important  consequences,  if  social  sub- 
stance tends  to  leak  out  and  fix  itself  wherever  these 
interruptions  occur,  it  is  important  to  inquire  into 
their  causes. 

The  most  important  of  these  causes  are  necessary 
physical  interruptions;  for  example,  the  junction  of 
land  transportation  with  water  transportation,  of  one 
kind  of  water  transportation  with  another,  or  of  one 
kind  of  land  transportation  with  another. 

The  location  of  the  greater  number  of  commercial 
towns  the  world  over,  and  from  the  earliest  times  to 
the  present  day,  has  been  fixed  at  the  point  of  junc- 
ture between  land  and  water  movements.  It  is 
hardly  necessary  to  illustrate  this  statement  in  de- 
tail. The  chief  seat  of  inland  towns  is,  or  at  any 
rate  was  before  railroads  came  in,  along  navigable 
rivers  at  the  points  where  these  are  most  easily 
accessible  from  the  land.  The  point  w^here  road  and 
river  meet  may  be  determined  by  the  conformation 
of  the  land,  especially  if  the  surface  is  rugged  or 
mountainous.  We  may  then  look  for  a  town  not  far 
from  the  most  commodious  passes  or  at  the  confiu- 
ence  with  the  river  of  some  small  tributary  whose 
valley  makes  a  convenient  roadway.     Or  the  charac- 
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ter  of  the  river  may  decide  the  matter  and  the  road 
may  be  drawn  to  a  point  suitable  for  a  ford  or  a 
bridge.  The  names  of  innumerable  towns  ending  in 
these  syllables  and  their  equivafents  in  other  lan- 
guages show  how  general  has  been  the  action  of  this 
cause.  An  artificial  watercourse  has  the  same  effect 
as  a  river;  witness  the  rise  of  numerous  towns  upon 
the  Erie  Canal  immediately  after  its  completion. 

Roscher^  points  out  the  importance  of  isthmuses 
in  this  connection,  that  is,  of  the  narrowest  point  in  a 
strip  of  land  separating  two  seas,  two  important 
rivers,  or  a  river  and  the  sea.  The  two  sides  of  the 
isthmus  become,  of  course,  points  of  transfer  between 
land  and  water,  and  for  this  reason,  according  to 
the  theory  here  maintained,  are  likely  to  be  the  sites 
of  cities. 

Upon  the  coast  of  a  sea  or  of  large  lakes  the  situa- 
tion of  a  harbor,  especially  if  harbors  are  few,  is 
usually  the  determining  element  in  the  matter  and 
fixes  the  point  of  juncture  between  land  and  water 
movement. 

The  physical  necessity  for  a  break  is  not  confined  to 
the  point  where  land  and  water  conveyance  meet.  It 
exists  wherever  the  technical  apparatus  of  vehicles 
and  forces  has  to  be  changed.  In  water  transportation 
it  is  found  at  that  point  in  the  course  of  rivers  where 
sea-going  vessels  must  be  exchanged  for  lighter  and 
shallower  craft.  This  seems  to  be  the  chief  factor  in 
determining  the  location  of  most  commercial  towns 
of  the  first  class.  They  are  situated  upon  the  estua- 
ries of  navigable  rivers,  or  upon  the  rivers  themselves 

^"Nationaloekonomik  des  Handels,"  chap.  i.  The  first  section 
of  this  chapter,  consisting  of  two  pages  of  text  and  several  of  notes, 
is  devoted  to  the  location  of  cities. 
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at  a  place  not  too  far  up  to  be  accessible  to  large 
ships.  The  break  is  between  two  varieties  of  water 
transportation  rather  than  between  land  and  water, 
an  exchange  between  boats  built  to  slide  over  shal- 
lows and  those  built  to  cut  the  waves.  The  fact 
that  many  great  rivers  have  produced  cities  of  this 
sort  can  escape  no  one;  as  the  Nile  Alexandria  and 
Cairo,  the  Euphrates  Babylon,  the  Elbe  Hamburg, 
the  Weser  Bremen,  the  Thames  London,  the  Seine 
Havre,  the  Rhone  Marseilles,'  the  Mississippi  New 
Orleans,  the  St.  Lawrence  Quebec,  the  Hudson  New 
York,-  the  Delaware  Philadelphia,  etc.  Indeed  of 
cities  famous  for  their  commerce  those  not  situated 
on  the  estuary  or  lower  course  of  a  navigable  river 
are  comparatively  few.  Of  course  the  routes  of  land 
transportation  are  also  drawn  to  these  points,  and  it 
is  quite  possible  that  with  the  surprising  development 
of  railroads  during  recent  years  the  importance  to  a 
commercial  city  of  having  a  navigable  river  to  feed 
its  trade  is  relatively  diminishing. 

There  is  also  a  large  class  of  towns  whose  situation 
is  fixed  by  the  meeting  of  two  kinds  of  land  trans- 
portation. Thus  in  these  days  railways  have  much  the 
same  part  in  determining  social  development  as  for- 
merly belonged  to  rivers.  In  their  original  loca- 
tion thej^  are  in  great  part  influenced  by  the  situation 
of  existing  cities:  but  once  built  they  become  them- 
selves a  cause  of  new  cities,  especially  in  those  young- 
countries  where  railroad   building  precedes  popula- 

^Not  directly  on  the  river,  but  "on  the  nearest  place  on  the  coast 
where  nature  had  furnished  the  conditions  which  the  delta  of  the 
Rhone  denied."     Chisholm's  "Commercial  Geography,"  288. 

-The  Erie  Canal,  which  may  be  regarded  as  an  extension  of  the 
Hudson,  first  established  New  York  as  the  commercial  metropolis 
of  America. 
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tion.  The  active  towns  are  invariably  placed  on  the 
line  of  the  railway,  and  the  precise  location,  if  the 
surface  is  at  all  irregular  or  mountainous,  is  likely 
to  be  fixed  by  the  point  of  intersection  with  an  im- 
portant earth  road.  The  point  where  the  railroad 
crosses  a  navigable  river  is  of  course  favorable  as 
being  a  place  where  the  exchange  between  land  and 
water  movement  takes  place.  The  intersection  of 
two  railways  has  of  itself  no  tendency  to  form  a 
town,  because  there  is  no  change  in  the  kind  of 
transportation,  no  necessary  break. 

Before  the  appearance  of  railways  the  formation 
of  towns  at  the  break  between  two  kinds  of  land 
movement  was  not  uncommon,  though  perhaps  less 
conspicuous  than  now.  Thus,  the  border  of  a  moun- 
tainous district,  the  line  where  the  foot-hills  lapse 
into  the  plain,  is  commonly  the  seat  of  cities  which 
are  likely  to  be  placed  at  the  ends  of  the  principal 
roads  that  traverse  the  mountains.  The  break  here 
is  between  the  vehicles  and  seasons  peculiarly  suited 
to  mountain  transportation  and  those  suited  to  the 
level  and  open  country.^  Again,  it  would  seem  that 
in  the  east,  particularly  in  former  times  when  cara- 
van transportation  flourished,  the  border  line  between 
the  desert  or  arid  plains  and  the  fertile  agricultural 
regions  was  often  the  site  of  cities.-  Some  place  not 
very  far  from  this  line  must  be  the  place  where 
caravans   are  organized  and   merchandise    collected 

^Compare  Roscher,  "  Nationaloekonomik  des  Handels,"  pj).  4 
and  5. 

-The  history  of  Palmyra  is  an  interesting  ilhistration  of  this. 
This  city  seems  to  me  to  have  been  one  whose  location  and  impor- 
tance can  be  explained  only  on  the  break  theory.  See  Robertson 
Smith  in  "Encyclopedia  Britannica;"  art.  "Palmyra;'"  Heeren's 
"  Researches,"  "Asiatic  Nations,"  ii.  Appendix  ix. 
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and  distributed.  Tims  Professor  Robertson  Smith* 
explains  the  situation  of  Mecca  as  the  place  where 
the  most  important  routes  from  the  arid  interior  of 
the  country  come  down  through  the  mountains  and 
meet  the  arable  plain. 

Looking  at  this  matter  from  a  slightly  different 
standpoint,  it  appears  that  the  interruption  is  not 
necessarily  due  to  a  change  in  the  natural  features 
of  the  earth's  surface,  but  may  be  simply  the  change 
from  the  vehicles  of  a  small  and  scattered  movement 
to  those  of  a  large  and  unified  movement.  Breaks 
of  this  sort  are  exceedingly  important  in  land  trans- 
portation, and  exist  wherever  a  number  of  small  local 
movements  come  together  and  form  by  their  junction 
a  single  large  movement,  or  go  to  swell  a  large  move- 
ment formed  elsewhere.  They  correspond  to  the  fact 
that  the  raw  material  of  all  commerce  comes  origi- 
nally from  the  soil  and  must  be  collected  at  central 
points  by  the  vehicles  and  at  the  convenient  seasons 
of  local  transportation.  So  also  whatever  of  local 
produce  is  consumed  by  the  scattered  population 
must  be  distributed  by  similar  means.  This  sort  of 
movement  naturally  takes  on  a  radial  form,-  the 
small  local  movements  drawing  together  to  a  com- 
mon point  and  contributing  to  the  larger  movement 
that  takes  place  between  that  point  and  others  at  a 
distance.  At  the  point  of  junction  of  the  larger  and 
better  equipped  and  organized  long-distance  trans- 
portation with  the  crude  vehicles  of  local  convey- 
ance, there  is  necessarily  an  interruption  of  the 
movement.  If  the  conditions  are  in  every  respect 
uniform,  considerations  of  convenience  tend  to  place 

'"Encyclopedia  Britannica,"  art.  "Mecca." 
-See  pp.  14  et  seq.  78,  79. 
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these  points  of  collection  and  distribution  at  the  cen- 
ter of  the  tributary  plain.  The  location  of  many 
towns  and  cities  seems  to  be  fixed  by  this  requirement 
alone.* 

Leaving  the  study  of  purely  physical  conditions 
and  taking  with  us  our  hypothesis  that  a  break  in 
transportation  is  the  indispensable  condition  to  the 
formation  of  a  commercial  city,  we  see  that  the 
interruption  may  be  due  to  political  forces.  The 
obstacles  to  trade  arising  out  of  the  non-industrial 
organization  of  many  societies  and  particularly  of 
international  relations,  often  render  it  impracticable 
for  merchants  to  extend  their  operations  far  into  other 
countries  than  their  own.  Trade  is  carried  on  through 
the  medium  of  fairs,  marts,  staples,  emporia,  to  which 
the  merchants  of  both  countries  resort  to  exchange 
their  wares.  The  national  line,  especially  if  it  also 
divides  different  races,  acts  very  much  like  the  line 
between  sea  and  land,  or  other  natural  separation. 
Both  the  means  of  transportation  and  the  ownership 
of  goods  must  be  changed,  and  we  have  the  essential 
conditions  of  a  commercial  break.  Among  barbarous 
nations  at  all  times  and  among  civilized  nations  in 
their  early  development,  this  is  a  cause  of  the  first 
importance.  At  the  present  time  its  operation  is  not 
very  obvious,  partly  because  the  practice  of  shipping 
goods  to  the  interior  under  bond  tends  to  prevent  the 
action  of  existing  restrictions  from  being  localized 
at  national  boundaries. 

Before  concluding  this  subject  it  is  worth  while  to 
emphasize  the  fact  that,  contrary  to  a  somewhat 
general  impression,  the  mere  intersection  of  lines  of 

^Compare  Roscber,  ''Nationaloekonomik  des  Ilandels,"  chap,  i, 
£ec.  i. 
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transportation  has  no  necessary  tendency  to  cause 
the  growtli  of  a  commercial  city.  What  is  required 
is  a  break — transfer,  storage  and  change  of  owner- 
ship— and  if  the  break  exists,  no  intersection  is  neces- 
sary. There  are  many  points  in  this  country  where 
two  railroads,  each  doing  an  immense  business,  inter- 
sect without  the  slightest  tendency  to  cause  the 
growth  of  a  city.  Even  if  a  large  amount  of  freight 
and  many  passengers  are  interchanged,  an  insignifi- 
cant "junction"  and  a  restaurant  are  all  that  is 
necessary.  In  that  case  we  have  a  mechanical  break 
of  a  very  simple  sort.  More  perfect  arrangements 
for  interchange  of  cars,  for  through-billing  and  the 
like,  tend  constantly  to  make  intersections,  as  such, 
of  less  importance. 

Indeed  we  have  here  one  reason  for  the  continual 
aggrandizement  of  the  large  towns  at  the  expense  of 
the  smaller,  by  the  removal  to  them  of  the  mechanism 
of  transfer  and  commercial  exchange.  From  one 
point  of  view  the  number  of  breaks  represents  the 
expense  of  transportation,  and  the  tendency  to  dis- 
pense with  the  smaller  ones  by  means  of  interchange 
of  vehicles,  consolidation  of  lines,  etc.  is  a  part  of  the 
progress  of  the  division  of  labor.  The  question 
whether  the  result  is  not,  for  other  reasons,  unde- 
sirable hardly  enters  here. 

What  has  been  offered  regarding  the  theory  of 
urban  location  may  be  summed  up  as  follows: 

Non-economic  causes,  as  military  and  political, 
have  a  notable  influence,  especially  in  the  earlier 
history  of  societies. 

Of  economic  causes  of  cities  the  most  general  is 
pressure  toward  greater  division  of  labor:  the  efficient 
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use  of  natural  forces  is  inseparable  from  the  concen- 
tration of  population  and  wealth.  This  cause  acts 
independently  of  particular  places  and  has  of  itself 
alone  no  action  in  fixing  location. 

Two  influences  chiefly  determine  the  location  of 
cities:  local  facilities  for  production  and  local  rela- 
tions to  transportation.  The  former  of  these  acts 
mostly  through  the  coarser  and  primary  manufactu- 
ring industries..  The  finer  manufactures  seek  the 
most  convenient  centers  of  distribution,  that  is,  of 
transportation. 

Transportation,  itself  guided  in  its  course  chiefly 
by  the  physical  diversity  of  the  earth's  surface,  is 
the  main  cause  of  the  location  of  cities  in  an  indus- 
trial society.  The  mode  of  its  action  is  tYiSit  popula- 
tion and  ivealth  tend  to  collect  at  a  break  in  transpor- 
tation; the  reason  being  in  the  first  place  the  neces- 
sity for  the  material  and  symbolic  machinery  of 
transfer  at  breaks,  and  in  the  second  the  tendency  of 
other  economic  activities  to  collect  where  that  machi- 
nery exists. 


CHAPTER  XI. 

THE    RELATION    OF    TRANSPORTATION    TO 
MARKETS,  PRICES,  COMPETITION,  ETC. 

Transportation,  in  the  measure  of  its  efliciency, 
strikes  from  economic  forces  the  chains  of  time  and 
place.  We  should  cover  most  of  what  needs  to  be 
said  in  this  connection  in  saying  that  transportation 
promotes  competition,  if  we  gave  a  sufficiently  wide 
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construction  to  the  word.  Free  movement  extends 
the  scope  and  application  of  agriculture,  mechanical 
lahor,  directive  talent,  inventions,  capital, — of  all 
economic  factors  whatsoever.  One  can  best  under- 
stand this  matter  by  approaching  it  from  several 
points  of  view,  as  those  of  supply  and  demand,  of 
markets,  of  prices  and  of  competition. 

In  just  the  measure  that  the  difficulty  of  movement 
is  overcome,  that  transportation  becomes  quick  and 
cheap,  is  the  reach  of  effective  demand  extended. 
Where  crude  means  of  conveyance  prevent  the 
movement  of  goods  the  demand  of  the  people  of  a 
single  place' is  limited  in  its  working  to  the  close 
vicinity  of  that  place,  while  the  needs  of  other  places 
are  not  felt  as  a  demand.  Facility  of  movement,  by 
extending  the  scope  of  demand,  tends  also,  other 
things  equal,  to  make  it  uniform  and  to  give  it  a 
more  varied  character.  It  becomes  more  uniform, 
because  not  so  much  affected  by  accidental  local 
changes.  If  demand  in  modern  markets  is  more 
fickle  and  fluctuating  than  in  those  of  an  earlier  time, 
it  is  not  because  of  better  transportation,  which  of 
itself  always  tends  to  uniformity,  but  because  of  the 
contrary  action  of  forces  that  transportation  has 
been  unable  to  overcome.  The  character  of  demand 
is  diversified  because  things  that  become  accessible 
become  desired;  witness  the  degree  in  which  oranges 
and  other  southern  fruit  have  recently  become  neces- 
sary to  the  people  of  the  north. 

Supply  tends  to  become  more  uniform  in  different 
times  and  places.  This  is  very  obvious  in  the  neces- 
saries of  life.  The  great  famines  of  former  times  are 
now  almost  unknown  because  of  the  ease  with  which 
a  local   scarcity  can    be    remedied   by   importation. 
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Though  the  interdependence  of  nations  as  to  these 
necessaries  is  increased,  it  has  also  become  general- 
ized; thus,  while  the  dependence  of  England  upon 
the  rest  of  the  world  for  grain  is  greater  than  ever 
before,  it  is  less  than  ever  a  dependence  upon  any 
particular  grain-growing  country.  The  supply  may 
come  from  America,  Australia,  India,  the  Black  Sea. 
The  general  result,  therefore,  is  greater  security  and 
regularity  of  supply  the  world  over. 

Quick  transportation  diminishes  the  need  for 
holding  large  stocks  of  goods.  With  railroads 
dealers  are  far  less  compelled  than  formerly  to  an- 
ticipate the  demands  of  their  customers' a  long  time 
ahead.  In  many  lines  of  trade  the  stock  held  is 
hardly  more  than  samples,  the  railroad  and  the  tele- 
graph being  trusted  to  for  the  filling  of  large  orders. 
This  is  particularly  the  case  in  the  wholesale  trade, 
where  goods  are  commonly  shipped  from  the  facto- 
ries after  the  order  is  taken.  The  factories,  in  turn, 
adopt  the  same  plan  with  raw  materials;  they  hold 
as  little  as  they  can  and  prefer  to  buy  only  for  imme- 
diate needs. 

The  outcome  of  this  is  that  the  whole  economic 
process  is  greatly  hastened.  The  holding  of  a  stock 
involves  the  lengthening  of  the  time  between  pro- 
duction and  consumption.  Under  present  methods 
that  time  is  so  much  reduced  that  the  materials,  in 
the  iron  trade  for  example,  are  frequently  in  their 
crude  state  when  the  order  for  the  finished  product 
is  taken. ^ 

^In  other  words  we  have,  so  far  as  this  is  true,  a  state  of  things 
commonly  supposed  to  he  peculiar  to  a  very  primitive  condition  of 
industry. 
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It  is  of  course  obvious  that  many  forces  work 
directly  against  transportation  in  this  matter:  the 
growing  complexity  of  production  and  exchange 
tends  to  lengthen  the  time  between  the  extraction  of 
the  raw  materials  and  consumption.  But  transporta- 
tion has  primarily  and  of  itself  the  action  stated,  and 
is  so  far  effectual  that  the  contrast  between  present 
and  past  trade  in  the  need  for  anticipating  demand 
is  probably  less  than  commonly  imagined. 

Were  all  other  conditions  stationary  efficient  trans- 
portation would  tend,  for  the  reasons  given,  to 
diminish  the  need  for  capital  in  production  and  ex- 
change. One  use  of  capital,  as  every  one  knows,  is 
to  tide  over  the  period  between  production  and  con- 
sumption. In  so  far  as  facility  of  movement  short- 
ens this  period  it  does  away  with  the  need  for  capi- 
tal. Something  of  this  is  seen  in  the  ease  with  which 
many  sorts  of  business,  as  the  sale  of  agricultural 
implements,  are  carried  on  through  agents,  who  are 
either  in  the  employ  of  the  manufacturer  or  else 
local  dealers  with  little  or  no  capital.  Only  the 
promptness  with  which  each  order  can  be  filled 
from  the  factory,  does  away  here  with  the  necessity 
for  large  stocks,  and  hence  for  a  correspondingly 
large  investment. 

We  see  the  same  facts  from  a  somewhat  different 
point  of  view  when  we  look  at  markets.  A  market 
is  the  area  over  which  competition  extends,  and 
though  it  has  no  sharp  boundaries  it  is  clearly  de- 
termined by  facility  of  transportation  and  communi- 
cation. The  means  of  quick  movement  enable  things 
distributed  over  a  wide  area  to  be  offered  simulta- 
neously in  one  place;  or  they  enable  things  collected 
in  one  place  to    be   offered   simultaneously   in  many 
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places.  This  is  competition  on  its  material  side. 
Communication  is  the  symbolic  or  psychical  mechan- 
ism and  permits  the  competitive  bidding  that  must 
accompany  the  transactions  of  the  market.  If  the 
retail  dealers  over  a  circle  of  a  hundred  miles'  radius 
are  connected  by  telephone  with  the  wholesale  deal- 
ers of  a  single  large  city,  and  can  have  their  pur- 
chases sent  thence  in  two  or  three  hours,  the  compe- 
tition is  almost  as  perfect  as  among  the  dealers  of 
a  single  place.  As  the  distance  becomes  greater, 
the  time  of  movement  longer,  and  communication 
more  difficult,  competition  becomes  imperfect;  but  in 
the  case  of  durable  and  staple  commodities  it  has 
some  action  over  whole  countries,  continents,  or  even 
the  world.  The  market  for  the  precious  metals  em- 
braces the  whole  earth  in  pretty  effective  competi- 
tion. The  reasons  which  make  a  difference  in  the 
extent  of  the  markets  for  different  commodities  are 
aside  from  the  question;  it  is  enough  to  note  that 
this  extent  varies  in  the  case  of  any  one  with  the 
facilities  for  transportation  and  communication. 

The  normal  effect  of  more  efficient  transportation 
upon  prices  is  to  make  them  lower  and  to  lessen  the 
variations  of  the  prices  of  any  particular  commodity 
in  different  times  or  places.  After  what  has  already 
been  said  these  effects  need  little  further  discussion. 
The  cost  of  movement  enters  into  the  price  of  all 
that  has  to  be  moved;  and  for  this  reason  alone, 
without  regarding  more  indirect  results,  prices  fall 
with  cheaper  conveyance.  A  tendency  to  equality 
of  price  at  different  times  and  places  follows  from 
the  action  upon  supply  and  demand  already  spoken 
of.  It  may  be  added  that  the  substitution  of  one 
commodity  for  another  that  serves  a  similar  purpose, 
such  as  the  using  of  corn  or  rve  meal  when  wheat 
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flour  is  dear,  is  much  facilitated  by  cheap  and  rapid 
conveyance. 

In  general,  then,  transportation  makes  for  that 
free  interaction  of  industrial  forces  which  is  the  ideal 
of  a  competitive  society.  Of  course  in  all  that  has 
been  said  it  has  been  taken  for  granted  that  the 
opportunities  of  transport  are  equal  to  every  one. 
The  fact  that  the  means  of  transportation  have  been 
and  are  used  for  creating  inequalities  among  persons 
is  a  deformity  upon  their  normal  beneficence.  About 
these  discriminations  there  can  be  no  question  but 
that  of  the  speediest  and  most  effectual  means  of 
doing  away  with  them.  They  strike  at  the  very 
root  of  freedom.  That  a  policy  of  non-interference 
with  them  could  find  advocates  is  a  strange  perver- 
sion of  the  principle  of  laissez-faire,  the  original 
intent  and  only  justification  of  which  is  that  it 
favors  economic  liberty.  Free  competition  is  alto- 
gether dependent  upon  the  just  performance  of  the 
function  of  transportation. 

Though  no  one  will  deny  justice  as  a  principle, 
many  difficulties  arise  in  its  application.  To  show 
what  justice  requires  is  a  part  of  the  theory  of 
rates. 


CHAPTER  XII. 

THE  GENERAL  THEORY  OF  RATES. 

In  discussing  this  question  it  is  natural  to  regard 
chiefly  that  form  of  transportation  in  which  it  is 
most  conspicuous  and  important  —  railways.  The 
standpoint  taken  is  that  of  the  interests  of  a  society 
chiefly  competitive  which  depends  for  its  progress 
principally,  though   by   no   means   exclusively,  upon 
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the  enterprise  of  individuals  and  of  private  associa- 
tions. 

A  primary  inquiry  is  that  of  the  relation  of  the 
public  interest  to  that  of  the  institutions  of  transpor- 
tation, of  society  to  the  railroad  corporation;  the 
social  and  the  private  economies  of  the  matter. 

The  chief  interest  in  rates  from  the  private  point 
of  view  is  in  the  revenue  resulting  from  an  excess  of 
receipts  over  expenditures.  That  system  of  rates  is 
best  which  results  in  the  greatest  net  revenue.  Any 
particular  rate  is  to  be  judged  in  the  light  of  a  care- 
ful study  of  the  increase  or  decrease  of  movement 
that  would  be  caused  by  lowering  or  raising  it.  A 
lower  charge  is  preferable  if  it  will  stimulate  move- 
ment sufficiently  to  make  the  receipts  greater,  a 
higher  if  it  does  not  too  much  hinder  movement  to 
have  the  same  desired  result.'  What  is  wanted  is  a 
rate  of  maximum  return.  As  regards  the  adjust- 
ment of  rates  among  persons,  commodities  and 
places,  the  private  theory  works  out  in  the  principle 
of  "charging  w^hat  the  traffic  will  bear"  ;  that  is, 
the  charges  must  be  so  distributed  as  to  render  the 
movement  of  goods  as  large  as  possible. 

The  private  interest  also  fixes,  theoretically,  a 
minimum  rate  that  represents  the  immediate  cost  of 
handling  a  particular  part  of  traflfic,  the  cost  that 
could  be  avoided  by  not  handling  it.  If  this  is  not 
covered  there  is  a  direct  loss.  But,  as  all  familiar 
with  railway  questions  are  aware,  this  immediate 
cost  is  small  compared  to  that  cost  that  is  not  imme- 
diate, not  the  result  of  any  particular  movement, 
but    the    general    expense    of    the    mechanism    as   a 

^See  Professor  Hadley's  mathematical  statement  of  the  private 
theory  of  rates  in  the  appendix  to  "Railroad  Transportation." 
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whole — the  cost  that  must  be  borne  somewhere  but 
not  anywhere  in  particular.  The  private  theory  of 
rates  often  permits,  and  indeed  requires,  their  adjust- 
ment without  much  regard  to  the  cost  of  any  par- 
ticular service. 

It  is  not  proposed  to  work  out  in  detail  the  theory 
of  rates  from  the  private  standpoint,  nor  to  inquire 
how  far  an  adjustment  according  to  that  theory 
would  consist  with  public  policy.  It  is  simpler  to 
discuss  the  matter  from  the  public  point  of  view, 
qualifying  our  conclusions  by  such  deference  to  the 
private  aspect  as  justice  seems  to  require. 

There  are  only  two  considerations  suggested  by 
the  private  theory  of  rates  which,  it  seems  to  me, 
need  to  be  borne  in  mind  during  the  further  discus- 
sion of  the  question.  These  are,  first,  that  rates  as 
a  whole  should  be  such  as  to  afford  a  reasonable 
return  to  investment,  and,  second,  that  particular 
rates,  though  they  may  be  adjusted  within  a  wide 
range,  may  not  be  reduced  below  a  certain  minimum 
representing  the  immediate  cost  of  movement  spoken 
of  above.  The  first  cannot  be  neglected  without 
something  resembling  confiscation;  the  second  seems 
required  by  a  common-sense  regard  for  the  mechan- 
ical conditions  of  movement.  Having  admitted  these 
qualifications  we  may,  I  think,  take  altogether  the 
public  point  of  view. 

Four  principles  are  here  advanced  as  fundamental 
to  the  theory  of  railway  rates. 

I.   They  -should  do  justice  among  persons. 
II.  They  should  permit  the  utilization  of  special 
facilities  for  production  arising    from   soil,   climate, 
mines,  or  other  immovable  natural  agents. 
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III.  As  to  the  distribution  of  manufacturing  and 
commercial  industries,  they  should  favor  decentral- 
ization rather  than  concentration. 

IV.  In  other  respects  they  should  give  the  greatest 
possible  freedom  to  the  action  of  economic  forces. 

As  these  four  propositions  are  unfolded  it  will  ap- 
pear, I  hope,  that  they  form  the  groundwork  of  a 
comprehensive  theory  of  rates.  It  may  be  worth 
repeating  that  in  this  part  of  our  inquiry  the  ques- 
tion is  not  of  the  practicability  of  adjusting  rates  to 
a  theory,  but  solely  of  what  they  ought  to  be,  suppo- 
sing we  had  the  power  to  make  them  what  we  would. 

The  first  principle,  that  requiring  that  there  be  no 
discrimination  among  individuals  in  the  rates  of 
transportation,  is  so  self-evident  as  to  be  of  little 
interest  from  the  theoretical  standpoint.  The  equality 
of  industrial  opportunity,  a  fair  chance  for  every 
man,  is  the  very  breath  of  a  competitive  society. 
Without  equal  rates  among  persons  there  is  not  a 
fair  chance.  The  application  of  this  principle  is  as 
difficult  as  its  justice  is  plain.  Personal  discrimina- 
tions continue  to  exist  and  to  threaten  industrial 
freedom  in  spite  of  all  measures  hitherto  employed 
to  prevent  them.  The  redress  of  this  evil  is  perhaps 
the  most  important  of  the  practical  questions  con- 
nected with  railway  rates. 

The  principle  plainly  requires  that  rates  be  equal 
among  persons  in  the  same  place  and  dealing  in  the 
same  or  equivalent  commodities.  Precisely  in  what 
this  equality  consists  is  often  a  difficult  question,  as 
appears  by  the  numerous  cases  in  which  it  is  not 
clear  whether  a  discrimination  has  or  has  not  been 
made.  One  question  of  this  sort  may  be  mentioned 
as  involving  a  principle  of  so  general  application  as 
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to  require  consideration  in  any  inquiry  into  the 
theory  of  transportation. 

Should  large  quantities  be  carried  proportionately 
cheaper  than  small  quantities  ?  Or,  to  state  the  ques- 
tion in  the  practical  form  it  often  takes,  should  car- 
load rates  be  less  than  those  for  smaller  shipments  ? 
From  the  point  of  view  of  public  industrial  policy  it 
is  not  clear  that  this  distinction  is  admissible.  It 
has  plainly  a  tendency,  by  giving  advantages  to  the 
shipper  of  large  quantities  of  goods,  to  make  large 
dealings  more  profitable  than  small,  and  so  hasten 
the  concentration  of  industrial  power.  This  concen- 
tration has  already  forces  enough  behind  it  and  tends 
to  become  so  great  as  to  threaten  the  existence  of 
competition.  If  competition  is  to  continue  to  be  the 
ruling  principle,  concentration  requires  rather  to  be 
checked  than  encouraged.  Wherever  a  question  of 
this  sort  arises  it  would  seem  that  the  small  shipper 
should  have  the  benefit  of  the  doubt.  The  most 
plausible  ground  on  which  to  rest  the  defence  of 
carload  rates  appears  to  be  the  claim  that  in  their 
absence  small  shipments  would  be  so  greatly  and 
unnecessarily  multiplied  as  to  increase  the  general 
cost  of  transportation  to  a  degree  that  would  more 
than  counterbalance  the  advantage  of  encouraging 
the  small  dealer.  That  any  such  result  would  follow 
the  abolition  of  carload  rates  appears  doubtful.  The 
question  is  one  to  be  considered  in  a  more  detailed 
discussion  than  the  present. 

The  second  principle  means  that,  wherever  a  region 
is  found  peculiarly  adapted  by  its  soil  and  climate  to 
the  raising  of  a  certain  product,  it  should  be  enabled 
to  raise  that  product.  Thus,  to  permit  the  develop- 
ment of  the  fruit-growing  of  Florida  and  California, 
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the  wheat-raising'  of  the  northwest,  the  rearing  of 
cattle  on  the  southwestern  plains,  low  rates  should  be 
made  if  necessary.  The  principle  applies  not  only  to 
these  conspicuous  examples  of  natural  aptitudes,  but 
also  to  less  obvious  instances.  Every  agricultural  dis- 
trict may  be  supposed  to  have  in  some  degree  peculiar 
natural  capacities.  With  a  given  amount  of  labor 
each  can  produce  a  greater  value  in  certain  commod- 
ities than  in  any  others.  The  use  of  these  special 
powers  is  indispensable  to  the  efficiency  of  industry 
as  a  whole,  and  rates  should  not  be  such  as  to  pro- 
hibit it. 

It  will  readily  be  seen  that  this  second  proposition 
is  closely  related  to  the  theory  of  the  territorial  dis- 
tribution of  persons  and  wealth  already  put  forth. 
Two  fundamental  causes  of  this  distribution  were 
recognized, — local  facilities  for  production  and  the 
conditions  of  transportation.  What  is  here  asserted 
is  that  the  latter  should,  so  far  as  practicable,  favor 
the  operation  of  the  former. 

This,  however,  is  very  far  from  being  identical 
with  the  theory  of  "charging  what  the  traffic  will 
bear,"  as  that  is  generally  understood.  What  is  here 
advanced  concerns  only  industries  that  rest  upon 
immovable  natural  agents,  notably  agriculture. 
The  question  what  relation  transportation  rates 
should  bear  to  manufacturing  and  commercial  busi- 
nesses, which  are  not,  for  the  most  part,  determined 
in  locality  by  immovable  natural  conditions,  but  by 
transportation  itself,  is  quite  a  different  matter.  The 
second  proposition  may  be  held  by  one  who  does  not 
admit  the  validity  of  "  charging  what  the  traffic  will 
bear"  as  a  principle  of  general  beneficence. 
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This  second  principle  is  already  recognized,  in  a 
general  way,  by  the  making  of  very  low  rates  upon 
coal,  lumber,  wheat  and  the  like  heavy  commodities, 
for  the  production  of  which  particular  regions  are 
peculiarly  suited.  It  is,  however,  no  part  of  the  just 
application  of  this  principle  that  great  areas  of  spe- 
cialized productive  facilities  should  be  encouraged 
while  the  smaller  ones  are  neglected.  Rates  from 
the  northwest  should  be  low  enough  to  enable  the 
development  of  the  great  Avheat  regions  in  that  quar- 
ter, but  the  wheat  regions  further  east  should  also 
receive  such  rates  as  to  enable  thein  to  ship  to  the 
same  market.  In  so  far  as  rates  can  determine  the 
matter  they  should  permit  each  district  in  the  coun- 
try to  raise  that  to  which  its  soil  is  best  adapted.' 
That  there  are  great  difficulties  in  the  way  of  obtain- 
ing the  statistical  data  requisite  for  the  detailed 
application  of  this  principle  may  readily  be  admitted. 
But  these  difficulties  are  met  on  every  hand  and  im- 
pede the  application  of  any  principle  whatever  that 
takes  account  of  the  complex  conditions  of  economic 
life.  They  are  no  more  conspicuous  here  than  else- 
where. 

This  principle  makes  one  legitimate  basis  for  the 
classification  of  freight,  for  differences  in  rates  among 
commodities.  To  utilize  local  facilities  for  the  pro- 
duction of  things  having  little  value  in  proportion  to 
their  weight  and  bulk,  the  rates  upon  these  must 
sometimes  be  reduced  to  the  minimum  of  immediate 

^The  limit  to  the  adjustment  of  rates  for  this  purpose  is  pointed 
out  on  page  107,  where  it  is  said  that  particular  rates  "may  not  be 
reduced  below  a  certain  minimum  representing  the  immediate  cost 
of  movement." 

It  is  not  meant  that  any  mining  or  agricultural  region  should  be 
encouraged  to  the  extent  of  carrying  its  products  at  a  loss. 
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cost  of  movement,'  by  which,  of  course,  a  portion  of 
the  general  cost  is  shifted  upon  something  better 
able  to  bear  it.  It  is  clear,  however,  that  since  the 
principle  relates  only  to  the  immediate  products  of 
the  land  and  of  other  immovable  natural  agents,  it 
can  afford  no  complete  theory  of  the  classification 
of  freight. 

It  cannot  be  too  clearly  pointed  out  that  the  logical 
basis  of  the  second  proposition  is  the  immovability 
of  the  natural  facilities  for  production  to  which  it 
relates — the  fact  that  if  these  facilities  cannot  be 
improved  where  they  are,  through  the  aid  of  trans- 
portation, they  cannot  be  improved  at  all.  On  the 
other  hand  manufacturing  and  mercantile  industries 
are  as  a  rule  not  fixed  to  the  soil,  and  may  be  devel- 
oped almost  anywhere  if  the  conditions  of  transpor- 
tation are  sufficiently  favorable.  We  come  then  to 
the  third  proposition. 

The  third  principle  put  forward  is  that  with  respect 
to  manufacturing  and  commercial  industries  rates 
should  favor  distribution,  decentralization,  rather 
than  concelitration.  The  importance  of  the  ques- 
tions here  involved  will  readily  be  grasped  by  any 
one  who  has  followed  that  detailed  inquiry  into 
the  place  relations  of  society  in  which  it  was  held 
that  the  conditions  of  transportation  are  a  chief 
cause  of  the  manner  in  which  population  and  wealth 
are  distributed  over  the  face  of  a  country.  The  size, 
location  and  character  of  cities,  and  all  kinds  of  ter- 
ritorial development,  are  dependent  both  in  general 
and  in  detail  upon  transportation.  In  discussing 
railway  rates  we  treat  of  one  of  the  most  important 
elements  of  transportation,  in  whose  adjustment  all 

^Compare  p.  106. 
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of  these  momentous  consequences  are  in  a  great 
measure  involved;  an  element,  moreover,  that  is  not 
determined  by  any  automatic  process  whatever;  but 
one  that  must  be  consciously  determined,  and  should 
be  determined  upon  considerations  of  public  expe- 
diency. There  is  no  avoiding  this  question  of  rates; 
it  has  no  tendency  whatever  to  settle  itself. 

We  have  before  us  the  question  of  the  relation 
that  rates  should  bear  to  places;  whether  and  in 
what  manner  and  degree  they  should  vary  with  the 
distance  that  things  are  carried,  whether  a  distinc- 
tion between  places  may  be  made  on  other  grounds 
than  that  of  distance.  And  indirectly  the  ques- 
tion of  the  classification  of  commodities  is  involved, 
since  different  places  deal  in  different  commodities. 
Distinctions  among  places  in  the  matter  of  rates  may, 
in  fact,  be  divided  into  two  classes:  those  effected 
directly  by  different  rates  on  the  same  things,  and 
those  effected  indirectly  by  the  way  in  which  rates 
are  adjusted  among  different  things. 

There  are  several  causes  operating  in  practice  to 
give  lower  rates  to  some  places  than  to  others,  which 
are  here  held  to  be  distinctly  of  evil  tendency. 
Among  these  are  competition  among  railroads,  and 
a  favoring  of  the  larger  towns  for  no  other  reason 
than  that,  because  they  are  larger  and  more  opulent, 
their  merchants  are  able  in  various  ways  to  influence 
the  policy  of  the  railroads.  That  large  towns  should 
be  able  to  secure  lower  rates  than  small  ones  other- 
wise similarly  circumstanced,  plainly  operates  as  a 
discrimination  against  the  merchants  of  the  latter, 
and  tends  artificially  to  hasten  that  concentration  of 
population  and  wealth  which  of  itself  proceeds  quite 
fast    enough.      Differences   due    to    competition    are 


114  The  Theory  of  Transportation.  [336 

commonly  of  the  same  character;  they  are  differ- 
ences in  favor  of  the  larger  towns  due  to  the  fact 
that  these  are  competing  points, — places,  that  is, 
where  there  is  a  choice  among  rival  routes  of  ship- 
ment. That  very  great  differences  in  rates  due 
solely  to  this  cause  exist  in  all  quarters  is  a  w^ell 
known  and  a  pernicious  fact.  From  the  point  of 
view  of  public  policy  these  differences  are  altogether 
inexpedient.  They  tend  artificially  and  with  enor- 
mous force  to  aggrandize  the  great  centers  of  popu- 
lation at  the  expense  of  the  smaller.  It  is  impossible 
to  know  how  much  they  have  to  do  with  the  fact 
that  large  cities  are  growing  so  fast  compared  with 
the  country  as  a  whole,  but  it  may  well  be  believed 
that  they  have  a  great  deal  to  do  with  it.' 

We  may  say  of  discriminations  among  places 
made  upon  these  grounds,  as  we  said  of  discrimina- 
tions among  persons,  that  there  can  be  no  question 
save  of  the  speediest  and  most  effectual  way  of 
doing  away  with  them.  A  great  difficulty,  however, 
arises  in  trying  to  discover  when  differences  come 
from  this  cause  and  when  from  better.  As  to  this 
I  hold  that  competition  in  railroad  rates  is  opposed 
to  the  general  interest  and  ought  to  be  replaced 
by  union  under  public  control.-  Active  at  com- 
paratively few  points,  it  tends  to  enrich  these  at 
the  expense  of  all  the  rest.  Because  it  is  confined  to 
a  small  field  its  operation  in  that  field  is  altogether 
abnormal  and  unhealthy.  The  public  feeling  in 
favor  of  railroad  competition  is  loyalty  to  an    idea 

^Such  18  the  opinion  of  the  Interstate  Commerce  Commission;  see 
their  Second  Annual  Report,  30  et  seq.  A  recognition  of  this  fact,  in 
my  judgment,  involves  a  condemnation  of  the  whole  system  of 
railway  competition  as  it  now  exists. 

-Compare  pp.  141-148. 
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that  has  here  no  practical  application.  The  disap- 
pearance of  competition  would  be  one  step  toward  the 
adjustment  of  rates  on  other  and  better  grounds. 

Supposing  it  granted  that  differences  made  for 
these  reasons  are  inexpedient,  we  come  to  the  ques- 
tion, what  is  a  proper  basis  for  the  adjustment  of 
rates  among  places?  It  will  be  convenient  at  this 
point  to  take  up  the  fourth  principle,  that  requiring 
that  rates  should  give  the  greatest  possible  freedom 
to  the  action  of  economic  forces,  and  ask  what 
adjustment  of  rates  would  be  required  by  the  un- 
conditional application  of  this  principle.  Then  we 
shall  be  in  a  position  to  see  what  ground  there  is  for 
limiting  its  application  and  how  this  limitation  bears 
on  the  theory  of  rates. 

The  leading  idea  of  the  fourth  or  greatest-freedom 
principle  is  that  transportation,  in  so  far  as  it  can, 
should  set  economic  forces  absolutely  free,  and  that 
rates  should  be  adjusted  with  this  aim.  Facility  of 
movement  has  had  this  operation  in  the  past;  let  it 
continue  it  to  the  maximum  point  attainable.  In  so 
far  as  freedom  from  physical  restrictions  is  attained 
society  is  enabled,  by  the  maximum  of  specialization, 
to  get  the  greatest  possible  result  from  the  division 
of  labor.  Under  the  normal  operation  of  economic 
laws,  freed  from  the  trammels  of  distance  and  from 
the  unjust  discriminations  now  prevailing,  cities 
will  locate  themselves  at  such  points  as  offer  special 
facilities  for  manufacturing  production,  and  grow  to 
such  size  as  is  advantageous,  and  no  larger.  If 
they  become  very  large  it  will  be  because  that  is 
necessary  and  expedient. 
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To  conform  to  the  greatest-freedom  theory  rates 
should,  it  appears  to  me,  be  adjusted  as  follows: 

The  classification  of  freight  should  be  based  as 
nearly  as  practicable,  upon  value;  that  is,  the  more 
valuable  commodities  should  pay  rates  in  proportion 
to  their  value  in  order  that  it  may  be  possible  to 
give  the  cheaper  ones  rates  low  enough  to  move 
them.  Or,  looking  at  the  matter  somewhat  dif- 
erently,  it  may  be  said  that  by  charging  for  value 
rather  than  bulk  or  weight,  these  mechanical  and, 
so  to  speak,  accidental  elements,  are  in  so  far 
eliminated  from  among  economic  forces.^  Economic 
forces  are  freed  in  the  degree  that  those  that  are 
social  in  character  are  enabled  to  supersede  those 
that  are  merely  physical.  And  value  is  the  social 
measure  of  commodities  as  opposed  to  the  purely 
material  measures,  bulk  and  weight. 

The  theoretical  effect  of  basing  rates  upon  value 
is  that  the  movement  of  useful  things  is  promoted  in 
the  highest  possible  degree,  and  that  the  cost  of 
transportation  enters  as  a  uniform  percentage  into 
the  cost  of  all  commodities.  Movement  is  promoted 
because  its  cost  is  distributed  equally  and  not  made 
to  fall  harder  upon  heavy  things  than  upon  light.  It 
may  be  assumed,  in  general,  that  the  value  of  a 
thing  and  not  its  weight  is  the  measure  of  its  ability 
to  pay  for  transportation;  and  that  in  distributing 
cost  of  movement  according  to  value  we  are  distrib- 
uting it  according  to  the  ability  to  bear  it.  The 
statement  that  such  a  distribution  would  also  make 

*  There  is  doubtless  an  impression  abroad  that  basing  rates  upon 
anything  but  weight  is  in  some  way  a  "discrimination."  But 
surely,  except  from  a  purely  mechanical  point  of  view,  weight  is 
not  a  rational  basis. 
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the  cost  of  transportation  enter  everywhere  as  a  uni- 
form percentage  of  the  cost  of  the  connnodities  is 
sufficiently  accurate  for  our  present  purpose,  though 
perhaps  inexact.  It  is  clear  that  if  it  cost  every- 
where five  cents  to  move  a  dollar's  worth  of  goods  to 
market,  that  five  cents  will,  in  general,  raise  the 
total  cost  at  the  point  of  delivery  to  one  dollar  and 
five  cents. 

I  accept  the  greatest-freedom  principle  in  so  far  as 
it  relates  to  a  classification  of  commodities  based 
upon  value.  Its  unconditional  application  requires, 
however,  an  adjustment  of  rates  to  places  that 
appears  to  me  inexpedient. 

Rates  upon  the  same  commodity  should,  under 
the  greatest-freedom  theory,  be  everywhere  uniform, 
without  regard  to  distance.  Classification  would 
remain  on  the  basis  of  value,  but  as  regards  a  par- 
ticular kind  of  freight  the  postal  system  of  a  uniform 
rate  would  prevail.  Distance,  by  being  rendered  a 
uniform  cost  to  all  competitors,  would  be  as  nearly 
abolished  as  it  can  be  by  the  adjustment  of  rates. 
This  element  no  longer  entering,  all  other  forces 
would  have  full  scope.  No  dealers  would  be  shut 
out  of  any  market  because  it  cost  too  much  to  reach 
it.  A  difference  in  time  in  traversing  different  dis- 
tances would  of  course  remain,  but  that  is  something 
over  which  rates  are  powerless.  Markets,  the  areas 
of  competition,  would  be  indefinitely  enlarged,  and 
no  set  of  dealers  or  manufacturers  could  be  secure  of 
the  exclusive  possession  of  any  particular  field. 

If  we  accept  unconditionally  the  greatest-freedom 
principle  there  is  no. reason  w^hy  distance  should  be 
recognized  in  the  making  of  rates:  no  reason,  that 
is,  from  the  public  standpoint.     It  would  require  a 
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certain  recognition  in  so  far  as  a  longer  haul  is 
actually  and  necessarily  more  costly  to  the  railroad 
than  the  shorter.^  This  difference  would  demand 
attention  in  the  case  of  very  heavy  and  cheap  com- 
modities, as  coal,  where  the  rate  itself  has  to  be 
so  low  that  the  differences  in  cost  due  to  distance 
become  important  in  comparison  with  it.  In  such 
cases  if  rates  were  uniform  for  all  distances  they 
must  either  be  so  high  as  to  prevent  shipment  or, 
if  low,  the  longer  movements  must  take  place  at 
an  actual  loss  to  the  railroad.  But  to  a  great  degree 
differences  in  actual  cost  might  be  altogether  neg- 
lected, as  they  are  in  the  postal  service. 

In  so  far  as  it  aims  to  eliminate  the  effect  of  dis- 
tance this  w^ould  be  a  concentrating  and  specializing 
principle.  It  is  so  in  theory  and  it  would  be  even 
more  so  in  practice.  In  eliminating  distance  as  an 
economic  element  it  would  remove  that  which  has 
acted  and  still  acts  as  a  chief  obstacle  to  the  advance 
of  the  territorial  division  of  labor  in  all  its  forms. 
Freer  scope  w^ould  be  given  to  those  forces  that  tend 
to  the  building  up  of  great  cities  and  the  concentration 
of  manufactures  in  particular  districts.  There  is  ever, 
as  already  pointed  out  at  some  length,"  a  pressure 
toward  centralization  arising  from  the  economy  of 
force  associated  with  it.  The  friction  of  movement 
over  the  earth's  surface  is  a  chief  resistance  to  this 
pressure,  and  uniform  rates  aim  at  the  removal  of 
this  friction.  It  remains,  to  be  sure,  as  a  mechani- 
cal factor,  but  its  relation  to  places  and  distances  is 
taken  away  and  it  becomes  simply  a  uniform  charge 
upon  the  movement  of  values. 

^Compare  p.  100. 
-  Page  78  et  seq. 
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Such  is  the  theoretical  working  of  this  principle  in 
a  country,  if  any  such  is  conceivable,  where  it  oper- 
ates from  the  first  instead  of  being  applied,  as  must 
be  the  case  in  practice,  after  a  considerable  indus- 
trial development  has  been  reached.  In  this  latter 
case  the  effect  must  be,  I  think,  to  fix  and  perpetuate 
the  existing  distribution  of  persons  and  goods. 
Cities  would  become  larger  and  industries  more 
specialized,  but  would  remain  in  the  same  places. 
To  be  more  specific,  this  principle,  applied  to  the 
United  States  at  the  present  time,  would  stimulate 
the  groAvth  of  existing  cities  and  aggrandize  the 
commercial  and  manufacturing  industries  of  the 
east,  but  would  prevent  the  rise  of  new  cities  and 
discourage  all  attempts  to  move  manufactures  and 
large  mercantile  enterprises  westward.  What  motive 
is  there  for  these  changes  except  convenience  of 
situation?  And  is  not  the  difference  in  the  cost  of 
transportation  the  chief  element  in  this  convenience  ? 
Why  locate  manufactures  near  the  raw  material 
when  it  costs  no  more  to  move  the  raw  material  a 
long  distance  than  a  short  one  ? 

Here  it  is  pertinent  to  ask,  why  indeed?  Why 
should  manufactures  be  near  the  raw  material  ?  Is 
it  not  quite  as  well  that  they  should  be  somewhere 
else,  especially  if  thereby  we  gain  the  saving  of 
force  due  to  a  maximum  concentration  and  special- 
ization of  industr}^?  This  inquiry  raises  a  number 
of  questions  too  wide  in  their  scope  and  too  far 
removed  from  our  immediate  purpose  to  be  ex- 
amined in  detail.  There  is,  first,  the  question  what 
is  the  maximum  economical  limit  of  the  concentra- 
tion of  industries  ?  If  there  is  a  limit  to  the  law  of 
increasing  returns  in  its  application  to  manufactures. 
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where  is  that  limit?  How  far  would  the  building 
up  of  great  industries  and  of  territorial  specializa- 
tion in  manufactures  go  if  allowed  free  scope  ?  And 
again,  supposing  that  the  economical  gain  of  this 
process  is  far  from  exhausted,  how  much  is  it  offset 
or  overbalanced  by  undesirable  social  conditions  that 
accompany  it  —  overcrowding,  narrowness  of  indi- 
vidual life  and  the  like  ? 

Without  answering  these  questions  it  is  sufficient 
to  say  that  I  share  the  common  opinion  that  the 
concentration  of  population  and  wealth  tends  to 
excess.  Accordingly  I  prefer  the  decentralizing 
principle  in  the  making  of  rates. 

This  principle  as  stated  on  page  108  is  negative  in 
form,  involving  no  more  than  a  denial  of  that  just 
discussed.  There  are  indeed  many  ways  and  many 
degrees  in  which  the  adjustment  of  rates  can  be 
made  to  work  against  an  extreme  industrial  con- 
centration. What  is  wanted  is  a  moderate  plan, 
one  that  shall  not  prevent  society  from  realizing  in 
large  measure  the  benefits  of  industrial  concentra- 
tion and  the  territorial  division  of  labor;  and  a  simple 
plan,  one  that  can  be  understood  and  applied. 

So  far  as  I  can  judge,  the  best  simple  and  com- 
prehensive principle  toward  which  to  work,  in  ad- 
justing rates  upon  any  particular  manufactured 
commodity,  is  this ;  that  rates  should  be  propor- 
tional to  distance,  provided  only  that  the  rates  for 
short  distances  do  not  fall  below  a  certain  mini- 
mum representing  the  actual  and  immediate  cost  of 
hauling  the  freight. 

The  theory  of  rates  advanced  in  the  preceding 
pages  may  be  summed  up  in  the  following  propo- 
sitions: 
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a.   Personal  discrimination  must  not  exist. 

h.  Differences  in  the  rates  given  to  different  places, 
arising  from  railroad  competition  or  the  favoring  of 
large  cities,  must  not  exist. 

c.  Rates  must  be  such  as  to  permit  the  utilization 
to  the  public  benefit  of  local  facilities  for  mining 
and  agricultural  production. 

d.  Kates  on  any  particular  commodity,  not  among 
the  raw  products  of  immovable  natural  agents,  are 
to  be  proportional  to  distance,  except  that  for  short 
distances  a  minimum  may  be  fixed  sufficient  to  cover 
the  immediate  expense  of  handling  the  freight. 

e.  The  classification  of  commodities,  other  than 
raw  products,  is  to  be  such  as  to  make  rates  as 
nearly  as  possible  proportional  to  value. 

Whatever  may  be  thought  of  these  propositions  it 
is  claimed  that  they  constitute,  when  taken  together, 
a  comprehensive  general  theory  of  rates.  General 
principles  of  this  sort  are  to  be  used  as  a  basis  upon 
which  to  build  up  a  complex  structure  of  detailed 
practical  reasoning.  Beside  the  question  of  their 
truth  there  is  the  farther  question  whether,  if  true, 
they  form  an  adequate  basis  for  the  practical 
structure. 

Rates  may  vary  with  persons,  with  places,  with 
commodities.  A  sufficient  theory  of  rates,  however 
general,  should  indicate  their  relation  to  these  three 
possible  causes  of  variation.  It  seems  to  me  that 
the  propositions  above  answer  this  requirement. 
Thus  a  declares  that  so  far  as  persons  are  concerned 
there  should  be  no  differences  on  this  account.  The 
relation  of  rates  to  places  is  determined  by  d  modi- 
fied by  c.  It  is  not  denied  that  c  is  indefinite,  but 
only    with    that    indefiniteness    inseparable    from    a 
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general  proposition  relating  to  so  complex  a  subject. 
As  a  principle  it  is  clear  enough.  And  in  like 
manner  the  relation  that  rates  should  bear  to  com- 
modities is  determined  by  e,  modified  by  c. 

Any  practical  effort  to  conform  railway  rates  to 
the  requirements  of  public  policy  must  of  course 
encounter  formidable  difficulties  whose  detailed  dis- 
cussion is  beyond  the  scope  of  the  present  inquiry. 
The  question  whether  and  in  what  manner  they 
should  be  regulated  by  government  will  presently 
come  up  in  connection  with  the  theory  of  the  relation 
of  transportation  to  the  state.  The  chief  difficulties 
in  the  way  of  rational  change,  from  any  quarter, 
may  be  classed  as  statistical  difficulties  and  those 
arising  from  the  existence  of  competitive  condi- 
tions which  it  is  troublesome  to  disturb.  The  lack 
of  information,  of  a  sufficient  body  of  trustworthy, 
comprehensive  and  well-arranged  facts,  is  alone  an 
insuperable  obstacle  to  the  efficient  public  or  private 
regulation  of  railway  rates. ^ 

The  application  of  an}^  theory  of  rates  would  dis- 
turb existing  conditions  of  competition,  and  the  ques- 
tion just  how  much  this  disturbance  ought  to  be 
admitted  as  a  reason  against  changes  otherwise  desi- 
rable, is  a  practical  inquiry  of  considerable  import- 
ance. The  merchants  of  a  given  city  may  have  been 
enabled  by  actual  rates  to  compete  in  markets  from 
which  they  would  be  shut  out  were  rates  what  they 
should  be;  or  industries  may  have  been  established 
in  places  where  they  could  no  longer  maintain  them- 
selves. In  answer  to  such  objections,  however,  it  is 
pertinent  to  inquire  whether  an  unsettled  and  plan- 
less   state    of    things    is    not    continually    w-orking 

^Compare  p.  141  et  seq. 


345]  Tntnsjwrtation  and  Rent.  123 

wrongs  of  this  character,  and  whether  anything 
looking  toward  a  rational  and  permanent  adjust- 
ment is  not  preferable  to  chaos. 


CHAPTER  XIII. 
TRANSPORTATION  AND  RENT. 

The  relations  of  transportation  to  the  distribution 
of  product  among  industrial  classes — to  wages,  in- 
terest and  the  questions  of  labor  and  capital  asso- 
ciated with  these,  are  for  the  most  part  too  remote 
and  indirect  to  enter  into  our  inquiry.  This,  how- 
ever, is  not  the  case  with  rent. 

Rent  is  closely  connected  with  transportation  be- 
cause it  is  a  matter  of  areas  and  distances,  of  place 
relations.  I  said  at  the  beginning  of  the  present 
division  of  the  subject  that  the  study  of  the  economic 
relations  of  transportation  was  nearly  equivalent  to 
the  study  of  society  in  its  place  relations;  and  this 
notion  holds  good  at  the  present  point. 

Rent  would  exist  as  a  result  of  transportation 
alone,  were  there  no  differences  in  the  fertility  of 
soils.  That  is  to  say,  varying  productivity,  a  funda- 
mental conception  of  the  Ricardian  theory,  is  not 
indisj)ensable  to  the  existence  of  rent.  Nor  is  it 
necessary  that  the  supply  of  land  be  limited.  In  the 
case  of  an  unlimited  area  of  uniform  soil  rent  would 
exist,  and  its  law  would  be  as  follows: 

Rent  arises  from  differences  in  the  cost  of  getting 
commodities  to  market,  and  is  measured  by  the  differ- 


124:  The  Theory  of  Transportation.  [346 

ence  between  this  cost  in  any  given  case  and  that  in 
the  case  of  the  most  remote  land  which  it  pays  to 
cultivate. 

There  is  of  course  nothing  new  in  this  proposition, 
but  it  emphasizes  the  fact,  perhaps  imperfectly  real- 
ized, that  the  conditions  of  movement  are  an  inde- 
pendent cause  of  rent,  coordinate  with  fertility  and 
the  margin  of  cultivation. 

Transportation  is,  accordingly,  an  element  entering 
into  all  rent,  and  changes  in  transportation  change 
rents.  It  is  the  tendency  of  progressing  facility  of 
movement,  other  things  remaining  equal,  to  lower 
rents  by  diminishing  the  differences  in  the  cost  of 
reaching  markets.  A  familiar  example  is  the  fall  of 
agricultural  rents  in  England,  due  to  that  develop- 
ment of  steamships  and  railroads  which  gave  Amer- 
ican wheat  fields  access  to  English  markets.  Some- 
thing of  the  same  sort  has  also  taken  place  between 
the  eastern  and  western  states  of  this  country.  Ag- 
ricultural rents  in  many  parts  of  the  east  have  gone 
down  and  farms  ceased  to  be  cultivated  because  the 
cheapening  of  railway  movement  has  decreased  the 
advantage  of  their  situation.  -"""^ 

This  principle  has  an  application  to  ground  rents 
in  cities  that  is  important  in  view  of  the  economic 
problems  connected  with  such  rents,  and  of  the  sur- 
prising progress  of  urban  transportation.  Street, 
elevated  and  underground  railways,  in  proportion  to 
their  efficiency,  tend  to  diminish  ground  rents  by 
distributing  city  population  and  business  over  a  wider 
area.  This  is  particularly  true  in  the  matter  of 
dwelling  sites,  which  commonly  seek  as  great  a  dis- 
tance from  the  center  as  the  means  of  getting  back 
and  forth  will  permit.     As  already  pointed  out,^  it  is 

1  Pages  76,  80. 
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the  function  of  urban  transportation  to  spread  out 
the  people,  and  in  so  spreading-  them  out  it  reduces 
the  rent,  per  unit  of  area,  that  they  have  to  pay.  It 
does  this  by  enlarging  the  area  of  ground  available 
for  residence,  increasing  the  supply  of  land  in  propor- 
tion to  the    demand. 

The  area  of  available  land  increases  not  simply 
with  the  efficiency  of  transportation,  but  in  a  much 
greater  ratio.  Suppose,  for  example,  we  consider 
simply  the  matter  of  speed  in  street  railway's.  It 
is  approximately  true  that  the  area  available  for 
residence  increases  as  the  square  of  the  speed.  Thus 
if  by  the  construction  of  a  system  of  underground 
railways  with  four  tracks,  permitting  the  running  of 
express  trains,  the  speed  of  travel  in  a  given  city 
becomes  three  times  as  great  as  before,  the  space 
over  which  population  may  be  distributed  becomes 
nearly  nine  times  as  great;  or  the  city  may  have 
nine  times  as  many  people  as  before  without  becom- 
ing more  crowded.  On  this  far  greater  area  the 
total  ground  rent  would  be  no  greater  than  on  the 
original  area  of  the  city;  and  rents  per  rod  or  per 
foot  would  be  only  one-ninth  of  what  they  were 
before.^ 

The  reason  for  such  a  relation  between  speed  and 
area  is  found  in  the  fact  that  quicker  transporta- 
tion, by  increasing  the  distance  at  which  people 
can  live,  increases  the  radius  of  the  habitable  circle, 
while  the  area  of  the  circle,  according  to  a  fami- 
liar geometrical  rule,  increases  as  the  square  of  the 
radius.       Thus   if   a  man   can   afford  to    spend    half 

^That  is  if  we  assume,  as  it  seems  to  me  we  may  to  simplify  the 
discussion,  that  ground  rents  A'ary  inversely  as  the  supply  of  land, 
other  conditions  remaining  the  same. 
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an  hour  in  riding  to  his  business  at  the  center  of  the 
city,  and  the  speed  of  cars  is  six  miles  an  hour,  he 
can  live  three  miles  from  the  center.  The  area  of  a 
circle  whose  radius  is  three  miles  is  about  twenty- 
eight  square  miles.  If  the  speed  is  doubled,  becomes 
twelve  miles  an  hour,  he  can  live  six  miles  from  the 
center.  But  the  area  of  a  six  mile  circle  is  about  112 
square  miles,  just  four  times  as  great  as  before. 

To  analyze  more  closely  the  theoretical  effect  of 
improvements  in  transportation  upon  advantages  of 
position,  a  simple  diagram  will  be  used.  It  will  of 
course  be  understood  that  the  problem  is  reduced  to 
its  lowest  possible  terms  by  the  elimination  of  every- 
thing except  the  element  of  situatioii,  and  that  a  sim- 
plicity is  given  to  it  far  removed  from  actual  condi- 
tions. The  theory  is  applicable  not  only  to  cities  but 
to  agricultural  rents,  in  so  far  as  they  are  determined 
by  transportation. 

Let  O  be  the  center  of  a  city,  AC  its  original 
diameter,  and  ac  its  diameter  after  the  speed  of 
transportation  has  been  doubled.  If  other  condi- 
tions remain  unchanged,  the  total  of  rent  (con- 
ceived as  due  solely  to  relative  position)  cannot 
be  affected,  only  its  local  distribution.^  If  in  the 
first  instance,  it  was  greatest  at  the  center  and 
diminished  uniformly  toward  the  circumference, — 
the  simplest  supposition, — its  total  may  be  repre- 
sented by  the  volume  of  a  cone,  whose  section 
would  be  the  area  of  a  triangle,  as  ABC;  that  is  BO 
would  represent  the  rent  of  a  unit  area  of  ground  at 
the  center,  while  at  A  and  C  rent  would  become  noth- 
ing. When,  by  doubling  the  speed  of  movement,  the 
city  is  extended  to  a  and  c  the  total  of  rent  is  the 

^See  note  on  previous  page. 
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same,  but  its  different  distribution  is  indicated  by 
the  shape  of  a  triangle  ahe,  the  section  of  a  cone 
whose  voknne  is  the  same  as  that  of  the  cone  ABC. 
(Since  the  circle  that  forms  the  base  of  this  second 
cone  has  four  times  the  area  of  that  of  the  first 
cone,  equality  between  the  volumes  of  the  cones  re- 
quires that  the  height  of  the  second  be  only  one  fourth 
that  of  the  first.)  At  the  center,  then,  rent  per  unit 
area  (represented  by  the  height  of  the  cone)  is  re- 
duced to  one-fourth  of  what  it  was  before.  Thence 
the  change  diminishes  until  at  the  intersections  X 
and  Y  we  have  points  where  rents  remain  un- 
changed. Beyond  X  and  Y  they  are  higher  than 
they  were,  while  from  A  to  a  and  from  C  to  c  rents 
are  now  paid  where  none  were  paid  before. 


DIAGRAM   ILLUSTRATING   THE    THEORETICAL   RELATION    OF   TRANSPORTA- 
TION TO  RENT. 


This  illustration  may  be  more  concretely  grasped 
if  one  will  imagine  a  conical  lump  of  lead  that  is 
first  of  the  shape  ABC,  and  is  then  beaten  out  with 
a  hammer  into  the  shape  ahc;  the  lead  is  rent,  the 
hammer  improved  transportation. 

So  far  speed  has  been  the  only  element  of  efficiency 
spoken  of,  but  the  same  analysis  is  applicable  to 
cheapness.  Thus  if  we  are  considering  the  relation 
of  an  agricultural  area  to  an  industrial  center,  and 
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desire  to  examine  the  effect  upon  rents  of  a  cheapen- 
ing of  movement,  substitute  in  the  foregoing  '-halv- 
ing the  cost"  for  ''doubling  the  speed"  and  "area 
available  for  profitable  cultivation"  for  "habitable 
area."  The  margin  of  cultivation  corresponds  to 
the  outskirts  of  the  city.  Precisely  the  same  geo- 
metrical relations  hold. 

This  may  be  stated  as  follows :  In  so  far  as 
rents  depend  directly  upon  facility  of  access  to  a 
given  center  (whether  facility  be  measured  in  time 
or  in  cost),  they  vary  near  the  center  inversely 
as  the  square  of  the  efficiency  of  transportation 
(that  is  inversely  as  the  square  of  speed,  directly 
as  the  square  of  cost).  The  area  of  the  rent-yield- 
ing circle,  on  the  other  hand,  varies  directly  as  the 
square  of  the  efficiency  of  transportation. 


CHAPTER  XIV. 

THE    POLITICAL    RELATIONS   OF   TRANSPOR- 
TATION FURTHER  CONSIDERED. 

I  shall  not  consider  in  much  detail  those  problems 
of  the  public  regulation  or  control  of  transportation 
that  are  of  so  much  present  importance.  What  I 
propose  is  only  such  a  discussion  as  will  show  in 
outline  their  relation  to  the  general  theory  of  trans- 
portation. The  wise  practical  solution  of  these  prob- 
lems depends  principally,  perhaps,  on  a  minute  and 
yet  comprehensive  statistical  study  of  actual  condi- 
tions; but  it  also   depends   on   the  formulation  and 
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acceptance  of  right  general  principles  concerning 
the  degree  and  manner  in  which  political  authority 
can  and  should  change  those  conditions. 

My  standpoint  as  to  the  general  theory  of  the 
relation  of  governments  to  industry  will  be  that 
which  appears,  in  fact,  to  prevail  at  the  present 
time;  namely,  that  competition  is  the  best  avail- 
able regulating  force  in  most  kinds  of  industrial 
activity,  but  that  it  is  not  necessarily  nor  always 
good,  and  may  require  either  to  be  altogether 
suppressed  in  certain  cases  or  more  or  less  strin- 
gently regulated  for  the  j)ublic  good.  Individual 
enterprise  is  chiefly  relied  upon  for  progress,  and 
those  who  propose  to  substitute  government  con- 
trol for  it  must  show  a  probability  of  benefit 
from  the  change;  but  when  the  probability  is  toler- 
ably clear  it  ought  to  be  acted  upon.  As  economic 
organization  becomes  more  complicated  and  the 
various  parts  more  interdependent,  it  constantly 
happens  that  the  securing  of  general  freedom 
demands  particular  regulation. 

The  subject  will  naturally  divide  itself  into  two 
parts.  In  the  first  I  shall  try  to  show  that  trans- 
portation is  a  highly  organic  activity,  requiring  to 
be  conducted  according  to  a  comprehensive  plan  and 
by  unified  instruments  and  methods.  For  this  rea- 
son it  is  and  must  be  effected  through  associations, 
public  or  private,  whose  size  and  degree  of  organi- 
zation correspond,  in  a  general  way,  to  the  magni- 
tude and  degree  of  organization  in  the  means  of 
transportation.  In  the  second  I  shall  briefly  con- 
sider the  expedient  division  of  transportation  func- 
tions between  the  state  and  private  associations  at 
the  present  time. 
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Much  confused  thought  about  transportation  arises 
from  the  failure  adequately  to  grasp  the  fact  that  it 
is  a  distinct  social  function.  It  is  not  agriculture, 
nor  manufacture,  nor  trade;  it  is  something  having 
a  distinct  character  of  its  own,  quite  apart  from 
these.  The  unconscious  assumption  that  it  is  an 
industry  essentially  like  other  industries  should  be 
got  rid  of.  Such  an  assumption  implies  a  failure 
to  get  to  the  social  point  of  view,  from  which  it 
appears  that  this  is  one  of  several  fundamental 
social  processes.'  It  is  an  agency  by  which  every 
part  of  society  is  brought  into  relation  with  every 
other,  and  interdependence,  specialization,  in  a  word, 
organization,  made  possible.  It  is  not  merely  an 
industry  larger  than  others,  but  it  is  quite  a  different 
sort  of  thing. 

Not  only  does  transportation  hold  this  peculiar 
position  as  the  physical  basis  and  instrument  of 
social  organization,  but  it  is  itself,  from  one  point  of 
view,  the  highest  example  of  that  organization.  As 
the  political  state  is  the  most  conspicuous  instance 
of  social  unification  in  its  higher  or  moral  form,  so 
transportation  is  the  most  conspicuous  instance  of  it 
in  the  lower  or  physical  form. 

Take  for  example  the  simple  and  primitive  case 
of  one  of  those  military  roads  of  the  Romans  or  the 
ancient  Peruvians.  Such  a  road  is,  in  its  simplest 
aspect,  a  long  strip  of  ground  devoted  to  a  public 
end,  namely,  social  consolidation  through  military 
power.  It  is  a  unified  instrument;  that  is,  it  is 
continuous  and  laid  out  upon  a  definite  plan.  Any 
one  part  of  it  is  nothing  without  all  the  rest.  If  a 
single  mile  is  impassable  there  might  as  well  be  no 
^For  its  sociological  character,  in  general,  see  p.  42. 
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road  at  all.  And  to  get  the  most  good  out  of  it, 
it  must  be  used  by  uniform  methods,  that  is,  by 
vehicles  peculiarly  suited  to  it,  perhaps  by  a  regular 
military  post.  Uniformity  in  vehicles  and  methods, 
however,  comes  more  to  the  fore  in  the  later  devel- 
opment of  transportation.  A  uniform  way  is  the 
earliest,  always  the  most  obvious,  example  of  the 
general  or  organic  character  of  transportation. 

Pass  now  to  the  present  and  consider  a  railroad, 
or  better  a  system  of  railroads.  The  continuous 
strip  of  ground  remains,  but  upon  it  has  been 
developed  an  elaborate  strip  of  uniform  structure. 
The  gauge  of  the  tracks  must  be  everywhere  the 
same,  and  the  curves,  grades,  strength  of  bridges, 
height  of  tunnels  and  the  like,  must  be  adjusted  to 
the  same  general  requirements  of  traffic.  Uniformity 
of  structure  extends  to  the  vehicles.  These  must  all 
couple  with  one  another,  and  so  must  have  couplers 
in  the  same  position.  The  air  brakes  and  the  con- 
tinuous heating  arrangements  must  also  be  uniform 
in  their  appliances.  So  with  the  signalling  arrange- 
ments of  all  sorts.  They  should  be  uniform  in  order 
that  they  may  be  generally  and  readily  understood. 

A  still  more  elaborate  adjustment  is  necessary  in 
methods — arrangements  for  the  interchange  of  cars 
and  freight,  for  the  connection  of  passenger  trains 
and  the  issue  of  through  tickets.  And  the  widest 
unity,  the  most  advantageous  and  economical  organ- 
ization, requires  that  rates  over  a  whole  country  be 
determined  in  accordance  with  some  wise  and  com- 
prehensive plan,  to  the  common  end  of  the  efficient 
performance  of  the  social  function  of  transportation. 

As  to  this  matter  of  organization  there  is  a  notable 
difference  between  movement  by  sea   and  b}^  land. 
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In  the  latter  the  earliest  and  most  conspicuous  in- 
stance of  physical  unity  is  the  way — a  uniform  and 
continuous  strip  of  land  devoted  to  this  purpose. 
This  unified  way  is  the  basis  of  much  of  the  need 
of  unity  in  a  farther  development;  because  the 
way  must  be  uniform,  the  vehicles  and  arrange- 
ments must  be  so  likewise.  By  sea,  as  already 
pointed  out,  there  is,  as  a  rule,  no  way  in  the  sense 
of  a  specialized  or  artificial  path.  It  is  chiefly  for 
this  reason  that  maritime  transportation  never 
required  that  minute  and  detailed  organization,  on 
the  physical  side,  that  is  characteristic  of  railroads. 
It  is  for  this  reason,  also,  that  competition  in  mari- 
time conveyance  is  more  practicable  than  on  rail- 
roads. 

These  remarks  apply  in  a  much  less  degree  to  in- 
land than  to  maritime  waters,  to  canals  hardly  at  all, 
(from  the  present  point  of  view  these  are  rather  to 
be  regarded  as  a  form  of  land  conveyance),  to  rivers 
and  lakes  only  in  so  far  as  they  perform  a  different 
function  from  that  of  land  transportation.  In  so  far 
as  they  serve  the  same  purpose,  are  capable  of  com- 
peting with  it,  they  are  part  of  the  same  system  and 
should  be  treated  on  like  principles. 

From  this  organic  character  of  transportation  as  a 
physical  agency  necessarily  follows  an  organic  char- 
acter in  the  means  of  carrying  it  on.  It  must  be 
accomplished  by  associated  power  and  wealth, 
public  or  private,  of  the  state  or  of  voluntary  associ- 
ations. Throughout  history  it  has  been  one  of  the 
principal  concerns  of  government, — extremely  im- 
portant, indeed,  both  as  cause  and  effect  of  the 
existence  of  governments.  It  has  been  equally 
important    as    a   motive    for    private    organization, 
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particularly  in  the  present  century,  when  the  largest 
and  most  complex  development  of  private  corpora- 
tions takes  place  in  connection  with  transportation. 

This  statement  will  hardly  be  disputed  by  one 
who  has  followed  the  discussion  to  this  point,  but 
some  illustrations  may  make  its  meaning  clearer. 

The  question  of  constructing  a  local  earth  road  is 
typical.  A  road  is  to  be  built  which  is  necessary  to 
the  agriculture  or  trade  of  1,000  persons.  It  passes 
through  ten  farms.  Strict  application  of  the  indi- 
vidual principle  would  require  that  each  farmer 
make,  or  refuse  to  make,  the  road  upon  his  own 
premises.  Two  facts  are  evident:  that  though  he 
will  have  to  build  one-tenth  of  the  road  he  may  get 
only  one-thousandth  the  good  of  it;  and  that  even 
were  he  so  public-spirited  as  to  do  this,  his  work 
would  be  useless  unless  the  other  nine  farmers  were 
of  the  same  mind.  As  an  individual  he  lacks  both 
the  motive  and  the  ability  to  do  anything  about  the 
matter.  It  must  be  and  is  done  through  associated 
action.  This  example  sets  forth  a  principle  that 
operates  not  only  between  the  individual  and  a  small 
community,  but  between  small  communities  and 
large,  between  the  general  and  local  governments  of 
a  federated  nation,  between  private  corporations  and 
the  state,  between  small  private  corporations  and 
large  ones. 

We  note  its  operation  in  the  case  of  the  more  im- 
portant country  roads.  It  is  a  fact  of  familiar  expe- 
rience in  our  American  communities  that  a  main 
road,  one  which  is  of  importance  to  a  whole  county 
or  even  to  a  whole  state,  will  not  be  maintained  in  a 
manner  corresponding  to  its  importance  if  its  main- 
tenance is  left  to  the  townships  or  other  small  politi- 
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cal  divisions.  These  last,  like  the  farmers  in  the 
previous  case,  have  neither  interest  nor  power  ade- 
quately to  meet  the  general  need  for  a  costly  high- 
way. No  one  of  them  will  or  should  bear  more  than 
its  share  of  the  general  expense:  and  even  if  disposed 
to  do  this,  it  cannot  unless  all  the  others  through 
which  the  road  passes  consent  to  do  likewise,  and  do 
it  in  accordance  with  some  plan  agreed  upon.  These 
conditions  of  unity  and  uniformity  require,  as  a  mat- 
ter of  fact,  that  the  construction  of  roads  whose 
importance  is  general  should  be  undertaken  by  the 
general  authority,  the  county  or  the  state. 

Just  so  between  the  states  and  the  federal  govern- 
ment of  our  union.  No  question  in  connection  with 
the  public  control  of  railways  is  more  fundamental 
than  that  of  the  proper  boundaries  between  federal 
and  state  control.  The  general  answer  to  it  is  that 
in  all  those  matters  in  which  railroads  are  or  should 
be  a  unified  and  interdependent  whole,  an  organiza- 
tion, their  control  must  be  unified  and  general.  In 
those  matters  that  are  local  in  the  sense  that  unifor- 
mity in  them  is  of  no  great  importance,  the  control 
may  properly  be  left  to  the  local  authority.  The 
tendency  of  the  control  of  railroads  to  pass  from  state 
to  federal  authorities  is  the  natural  and  necessary 
consequence  of  increasing  organization  in  the  rail- 
roads themselves. 

Turning  to  private  corporations  we  notice  here  also 
the  general  operation  of  the  principle  that  increas- 
ing organization  in  transportation  requires  a  corres- 
ponding extension  of  the  agencies  that  undertake 
and  direct  it.  The  rapid  progress  of  consolidation, 
of  the  superseding  of  small  corporations  by  great 
ones,    is    the    necessary    accompaniment    of    greater 
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unity  in  the  conduct  of  railways,  and  rests  primarily 
upon  the  fact  that  transportation  is  something  that 
requires  a  general  organization.  A  small  corpora- 
tion owning  and  operating  a  short  piece  of  some 
great  highway  of  railway  traffic,  is  situated  very 
much  like  a  farmer  through  whose  farm  the  high-road 
passes.  Its  local  interests  and  powers  are  quite 
inadequate  to  the  carrying  out  of  those  large  and 
uniform  operations  required  for  the  economical  con- 
duct of  a  great  through  traffic. 

A  similar  relation  holds  between  private  corpora- 
tions, large  or  small,  and  the  state  or  nation.  Repre- 
senting only  a  small  part  of  the  citizens  (and  them, 
perhaps,  very  imperfectly,  since  it  is  not  uncommon 
for  officers  to  misuse  the  confidence  of  stockholders), 
the  largest  of  them  controlling  only  a  small  fraction 
of  the  total  means  of  transportation,  it  is  always 
possible  that  private  corporations  may  be  conducted 
in  a  manner  hostile  to  public  policy.  This  hostility 
may  arise  either  from  imperfect  organization,  or 
from  organization  to  a  wrong  purpose.  It  may  con- 
sist in  a  lack  of  unity,  uniformity  and  subordination 
to  right  general  principles  of  operation  and  rate- 
making  which  obstructs  the  efficient  performance 
of  the  function  of  transportation,  and  is  injurious 
not  only  to  the  public  but  to  the  stockholders; 
or  it  may  consist  in  the  misuse  of  efficient  means 
in  such  a  manner  as  to  make  the  public  suffer 
to  benefit  the  corporations.  Contrary,  perhaps,  to 
the  general  impression,  the  chief  evils  actually 
arising  are  of  the  former  character.  They  are  such 
as  injure  both  the  public  and  the  general  interests 
of  transportation  as  a  business.  Particular  corpo- 
rations ben'efit,  or  try  to  benefit,  at  the  expense  of 


136  The  Theory  of  Transportation.  [358 

others,  with  the  general  result  that  all  suffer.  The 
difficulty  is  in  imperfect  organization. 

The  results  of  the  analysis,  to  this  point,  may  be 
summed  up  as  follows: 

The  development  of  transportation  requires  general 
agencies, — associations,  political  or  private,  rather 
than  individuals;  great  associations  rather  than 
small  ones.  This  is  a  reflection  of  the  fact  that 
transportation,  being  a  fundamental  and  general 
process,  pertaining  to  society  as  a  whole  rather 
than  to  any  particular  part  of  it,  must  have  a  high 
degree  of  organization;  that  is,  must  be  carried  on 
with  general  aims,  by  unified  instruments  and  uni- 
form methods. 

So  much  for  the  organic  character  of  transporta- 
tion and  the  requirement  of  associated  control.  We 
now  reach  the  question  whether  private  associations 
or  the  state  should  exercise  this  control,  or  how  it 
should  be  divided  between  them. 

This  is  eminently  a  question  whose  answer  must 
be  relative  to  political  character  and  development. 
There  is  no  general  solution;  different  times  and 
countries  require  a  different  policy.  In  the  form 
that  the  problem  takes  in  the  nineteenth  century  it 
is  entirely  new,  since  nothing  corresponding  to  the 
present  development  of  private  industrial  associa- 
tions was  ever  known  before.  It  is  also  quite  a 
different  problem  in  the  United  States  and  in  other 
countries.  Here  private  enterprise  and  corporate 
wealth  have  been  found  ample  for  the  construction 
of  railways  as  fast  as  they  were  needed.  If  any- 
thing there  are  too  many.  In  many  countries  of 
Europe,   on  the  contrary,   the  state  was  obliged   to 
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build  the  railways  because  of  the  deficient  enterprise 
of  private  associations. 

We  may  approach  the  problem  as  it  presents  itself 
in  the  United  States  by  inquiring  what,  in  general, 
are  the  advantages  of  public  and  private  control. 

In  the  conduct  of  any  enterprise  the  state  enjoys 
the  advantages  belonging  to  an  association  of  the 
widest  extent  and  the  amplest  power  and  prestige. 
In  a  function  requiring  an  organic  unity,  like  trans- 
portation, this  is  much.  The  state  is  in  a  position 
to  give  that  unity  and  uniformity  of  aims,  methods 
and  equipment  that  is  so  important  a  part  of  organi- 
zation. 

Its  weakness  is  in  the  nice  adjustment  of  its  opera- 
tions in  detail,  and  in  the  lack  of  those  simple  and 
comprehensible  motives  of  personal  advantage  that 
control  private  business.  The  business  motive,  the 
hope  of  private  gain,  gives  to  private  industrial 
associations  the  strongest  inducement  to  conduct 
all  their  operations  economically  and  with  a  careful 
adjustment  to  the  industrial  needs  of  the  community. 
In  the  case  of  the  state  this  business  motive  is  so 
generalized  and  attenuated  as  almost  to  disappear. 
The  fact  that  public  business  is  less  economically 
managed  than  private  follows  from  the  lack  of 
the  particular  and  definite  motive  of  private  gain  in 
those  who  conduct  it.'  It  is  true  that  private  enter- 
prises are  not  always  conducted  in  the  best  manner 
from  the  business  point  of  view,  and  that  public 
enterprises  sometimes  are:  but  no  one  will  question 

^I  do  not  assert  that  this  difference  in  detailed  efficiency  must 
always  exist,  only  that  it  does  exist  and  is  rooted  in  the  prin- 
ciples of  association — not  a  matter  merely  of  official  corruption  or 
incapacity.  Yet  I  think  that  it  is  abnormally  great  with  us  at  the 
present  time. 
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that  the  fact  in  general  is  as  stated,  or  that  there 
is  good  reason  for  it.  A  study  of  public  works,  and 
especially  works  of  transportation,  undertaken  by 
states,  will  unquestionably,  I  think,  show  that  not 
only  at  the  present  time  but  throughout  history  such 
works  have  been  carried  out  with  a  certain  disregard 
of  economy  and  of  detailed  conditions  in  general. 
The  Roman  roads  and  aqueducts,  in  their  imposing 
but  often  entirely  unnecessary  solidity,  magnificence 
and  straight-forward  contempt  of  natural  obstacles, 
are  typical. 

The  advantages  and  disadvantages  of  private  asso- 
ciations are,  of  course,  just  the  reverse.  They  are 
organized  expressly  to  secure  the  most  economical 
and  profitable  adjustment  of  capital  and  labor 
power  to  industrial  conditions.  Though  the  prob- 
lem of  the  organization  of  great  corporations  is 
a  difficult  one,  and  the  interests  of  the  stock- 
holders are  often  imperfectly  represented  by  the 
officers;  yet  as  business  associations  they  enjoy 
an  enormous  advantage  over  the  state,  which  is 
not  only  far  larger  and  more  complex,  but  is 
organized  primarily  for  a  different  purpose  and 
only  undertakes  business  incidentally.  They  there- 
fore adjust  themselves  more  readily  and  care- 
fully to  the  details  of  the  question  how  to  do  the 
greatest  business  at  the  least  expense.  They  lack, 
however,  the  reach  and  coercive  authority  to  bring 
about  unity  of  aims  and  methods  wherever  that 
would  be  advantageous. 

This  may  all  be  expressed  as  follows:  Organization 
in  industry  has  two  sides,  the  side  of  unity  and  that 
of  detail  or  specialization.     On  the  former  the  state 
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has  some  great  advantages;  on  the  latter  private 
associations  are  mucli  superior. 

It  follows  from  this  general  state  of  things  that 
those  industrial  activities  are  best  suited  to  the  state 
that  are  universal  and  uniform  in  their  aims  and 
methods,  but  simple  in  detail, — have  a  great  need  of 
unity  and  little  of  specialization.  This  is  the  real 
basis  of  public  conduct  of  such  enterprises  as  streets 
and  highways,  the  post,  water-works  and  the  like. 
These  serve  universal  needs  and  require  to  be  designed 
and  conducted  in  a  uniform  and  comprehensive  man- 
ner, but  require  little  nice  adjustment  to  particular 
conditions,  involve  no  complex  business  problems. 
Streets  and  highways  are  free  and  almost  the  only 
business  in  connection  with  them  is  that  of  keeping 
them  clean  and  in  repair.  The  post  and  water-w^orks 
sell  their  products,  are  in  a  sense  commercial,  but 
the  former  has  only  three  or  four  prices,  determined 
by  simple  and  universal  rules,  and  the  latter  only 
one. 

The  business  of  transportation  unites  the  require- 
ment of  the  widest  unity  with  that  of  very  great 
complexity  of  detail.  It  is  here  held  unquestionable 
that  the  railroad  system  of  a  country  should  be  uni- 
fied throughout  in  its  instruments,  its  methods, 
and  particularly  its  rates;  that  these  should  be,  not 
indeed  all  alike,  but  intelligently  adjusted  to  one 
general  plan.  But  there  is  also  everywhere  required 
a  close  study  of  and  adaptation  to  particular  natural 
and  economic  conditions.  It  is  the  most  organic  of 
all  industries,  and  as  such  is  both  unified  and  complex. 

The  question  of  what  the  state  should  do  with 
regard  to  railroads  may  be  considered  either  as  to 
their  location   and   construction,    or   to   their   opera- 
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tion  when  constructed.  The  opinion  here  ad- 
vanced is  that,  in  view  of  the  preceding  analysis,  a 
country  having  the  history  and  the  present  economic 
structure  of  the  United  States,  would  better  leave 
both  of  these  processes  to  the  enterprise  of  private 
associations,  subject  to  a  control  more  or  less  detailed 
and  stringent  as  experience  may  indicate.  It  is  cer- 
tainh^  the  spirit  of  our  institutions  to  give  private 
initiative  the  benefit  of  the  doubt  in  all  questions 
relating  to  the  conduct  of  industry,  and  in  the  case 
of  railways  there  appears  to  be  very  great  doubt 
whether  public  construction  and  operation  would  be 
expedient. 

It  seems  to  me  improbable  that  the  railroad  system 
of  this  country  would  be  so  well  laid  out  and  con- 
structed at  the  present  time  had  this  been  done  by 
either  state  or  federal  agency.  Doubtless  many 
mistakes  have  been  made,  but  the  matter  has  been 
in  the  main  determined  wisely  by  individuals  who 
have  carefully  studied  the  natural  and  economic 
conditions  of  railway  building  with  a  view  to  their 
own  profit.  It  is  true,  in  a  general  way,  that  a  road 
that  will  pay  well  is  well  located  from  the  public  as 
well  as  from  the  private  point  of  view. 

During  the  thirties,  soon  after  the  first  railroads 
were  built  in  England,  a  number  of  American  states 
experimented,  more  or  less  extensively,  with  public 
construction.  Among  these  states  was  Michigan, 
where  a  system  of  internal  transportation  was  de- 
signed and  partly  carried  out,  which  consisted  chiefly 
of  three  railroads  and  one  canal  extending  on  nearly 
parallel  lines  across  the  state. '     Each  of  these  four 

^ See  the  map  in  Tanner,  "Canals  and  Railroads  of  the  United 
States,"  (1840). 
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lines  of  transportation  passed  about  through  the 
center  of  one  of  the  four  lower  tiers  of  counties  in 
the  state,  the  design  apparently  being  to  secure 
public  support  to  these  works  by  distributing  them 
uniformly.  It  is  possible  that  this  is  typical  of  a  prin- 
ciple that,  in  this  country  at  least,  would  largely 
influence  the  construction  of  new  railroads  by  politi- 
cal agencies. 

The  question  is  somewhat  different  when  railways 
are  once  constructed,  but  here  also  I  think  that  all 
the  details  of  equipment  and  operation,  even  of  rate- 
making,  are  better  organized  now  than  they  would 
have  been  by  exclusively  public  action.  The  hope  of 
private  profit  has  everywhere  been  the  strongest 
force  making  for  economy  and  improvement  of  all 
sorts. 

The  real  railroad  problem  in  the  United  States 
appears  to  me  to  be  that  of  the  aims  and  methods  of 
public  control,  rather  than  the  question  between 
public  and  private  ownership  and  operation.  The 
traditional  policy  of  the  nation,  the  rooted  aver- 
sion of  the  people  to  the  unnecessary  aggrandizement 
of  government,  the  splendid  results  w^hich,  in  spite 
of  great  and  unquestionable  evils,  have  been  achieved 
under  private  ownership  and  operation;  these  and 
similar  considerations  must  long  cause  the  question 
of  the  national  purchase  or  operation  of  railways  to 
remain  a  speculative  one.  A  policy  of  control  will 
be  preferred  as  more  elastic,  permitting  the  trial  of 
various  methods,  more  in  agreement  with  historical 
tendencies,  and  more  probable  of  success. 

The  first  aim  of  control  is  publicity.  This  under- 
lies all  else,  is  the  indispensable  condition  of  any 
successful  public  intervention  whatever.     It  consists 
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ill  collecting,  arranging,  analyzing  and  communica- 
ting all  those  facts  which  throw  light  upon  any 
matter  with  respect  to  which  a  question  of  control 
arises.  There  is  required  an  adequate  body  of  trust- 
worthy information,  collected  and  arranged  in  a 
uniform  manner,  and  so  presented  as  to  yield  its 
meaning  as  readily  as  possible.  Publicity  is  not 
attained  until  facts  are  not  only  collected  but  com- 
municated. 

To  begin  with  the  facts  themselves,  publicity 
requires  that  the  accounts  of  private  associations 
carrying  on  transportation  be  trustworthy,  and  be 
kept  throughout  the  country  upon  a  uniform  plan. 
The  work  of  public  statistical  bureaus  rests  upon  that 
of  private  accountants,  and  as  long  as  the  latter  is 
diverse  and  unreliable  the  former  can  accomplish 
little.  Public  statistical  agencies  should  have  author- 
ity not  only  to  prescribe  forms  of  report  to  railroad 
companies  and  the  like,  but  also  to  see  that  the  facts 
in  these  reports  are  really  prepared  and  inserted  in  a 
conscientious  and  scientific  manner.  The  auditor's 
office  of  an  important  railroad  is  itself  a  statistical 
bureau  of  great  extent,  and  it  should  be  organized 
and  conducted  in  the  interest  of  publicity.  There 
can  be  no  sufficient  knowledge  of  transportation,  no 
adequate  basis  for  deciding  questions  of  regulation, 
so  long  as  the  work  of  these  offices  can  be  manipula- 
ted to  private  ends. 

Public  statistical  bureaus  connected  with  transpor- 
tation have  had  a  rapid  growth  since  1870,  and  a  far 
greater  growth  undoubtedly  awaits  them.  They 
should  have  power  and  means  sufficient  for  their 
work  and  an  adequate  body  of  scientific  statisticians, 
not  only  trained  in  the  details  of  their  work,  but  cap- 
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able  of  comprehending  the  vast  forces  and  interests 
upon  which  statistical  development  rests,  and  of  guid- 
ing that  development  in  the  best  manner.  There  needs 
also  a  severer  and  more  detailed  criticism  of  work 
of  this  character  on  the  part  of  the  public,  in  order 
that  the  bad  may  be  detected,  the  good  appreciated, 
and  statistics  relieved  from  the  reproach  of  slovenly 
and  unscientific  methods. 

Aside  from  publicity  the  aims  of  control  are,  in 
general,  two:  to  further  a  better  organization  of 
transportation,  and  to  control  the  end  or  purpose  of 
organization.  The  aim  may  be  to  benefit  both  the 
public  and  the  private  interests  in  transportation 
through  a  better  adjustment  of  forces,  or  to  prevent 
the  public  interest  suffering  to  benefit  the  private. 
The  former  aim  is  the  more  important  and  embraces 
most  of  the  practical  problems  of  control.  Rightly 
understood  the  case  is  not  so  much  that  of  the 
public  versus  the  railroads,  as  that  of  the  public  and 
the  railroads  versus  disorganizing  private  interests. 

The  problem  of  control  relates  chiefly  to  those 
matters  requiring  a  wider  and  more  perfect  unity, 
a  better  coordination  of  instruments  and  forces. 

Thus,  on  the  side  of  physical  apparatus,  the 
matters  in  which  the  need  of  government  interven- 
tion is  most  felt  are  those  in  which  uniformity  is 
necessary.  The  general  adoption  of  automatic 
couplers  on  freight  cars,  for  example,  is  impossible 
Avithout  general  agreement  upon  a  uniform  type  of 
couplers,  each  of  which  will  couple  with  every  other. 
Moreover  no  individual  railroad  has  an  adequate  mo- 
tive to  fit  its  cars  with  them  unless  other  railroads 
are  to  do  the  same.  Railroad  companies  acting 
singly  are  quite  unable  to  effect  this  reform:  and  this 
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fact,  admitted  on  all  hands,  has  been  the  basis  of 
national  legislation  on  this  and  similar  matters. 

The  same  general  principle  holds  with  reference  to 
unity  of  methods,  of  arrangements,  particularly  of 
rates.  Efficient  organization  requires  not  indeed  a 
mechanical  uniformity,  but  that  unity  in  diversity 
that  results  from  adjustment  to  a  common  aim.  As 
to  the  management  of  passenger  and  freight  trains, 
the  issue  of  tickets  and  bills  of  lading,  and  the  like, 
the  railroads  of  a  country  should  make  but  a  single 
system,  an  organized  whole  in  which  all  should  be 
done  with  reference  to  the  general  requirement  of 
efficient  transportation.  At  present  it  is  not  so;  a 
considerable  degree  of  unity  has  been  attained,  but 
much  diversity  and  working  at  cross  purposes  re- 
mains. 

In  the  matter  of  rates  there  is  both  the  greatest 
need  and  the  greatest  difficulty  of  organization. 
Here  a  chief  evil  is  competition  in  rates,  a  distinctly 
disorganizing  force.  It  is  here  held  that  railroad 
competition,  in  the  sense  of  competitive  rate -making 
at  a  comparatively  few  important  points  of  shipment, 
has  no  permanent  and  legitimate  economic  function 
within  a  railway  system;  that  is  it  is  justifiable,  if  at 
all,  only  on  the  ground  that  the  time  is  not  ripe  for 
better  organization.  Those  who  have  followed  the 
chapter  on  the  theory  of  rates  will  readily  under- 
stand the  grounds  of  my  opinion  that  such  com- 
petition is  hostile  to  any  adjustment  of  rates  con- 
sistent with  public  policy.  Competition  among  the 
parts  of  what  should  be  an  organized  whole,  in  which 
each  part  has  its  own  particular  work  to  do  different 
from  that  of  every  other  part,    is   something  without 


367]  Folifical  Relatio7is  Further  Considered.  145 

a  rational  basis;  it  is  simply  confusion  and  disintegra- 
tion.^ 

All  over  this  field  public  control  should  be  felt  as 
a  unifying  force,  working  either  through  authorita- 
tive interference,  or  through  publicity,  which  by 
discovering  the  existence  and  character  of  disin- 
tegrating forces  often  insures  their  suppression. 
Uniformity  in  equipments  and  methods  should  be 
urged  and,  when  necessary,  enforced.  With  par- 
ticular fitness  may  public  authority  be  called  in  to 
prevent  a  few  recalcitrant  private  associations  from 
hindering  reforms  that  the  great  majority  are  ready 
to  adopt.  In  such  cases  the  principle  of  interference 
is  analogous  to  the  exercise  of  the  right  of  eminent 
domain  in  constructing  a  road.  The  government 
supplies  that  coercive  element  that  is  necessary  to 

'I  hold  that  there  are  two  independent  grounds  for  the  fact,  gen- 
erally recognized,  that  competition  is  inadequate  to  the  regulation 
of  the  prices  of  transportation.  The  first  is  that  hinted  at  above, 
namely,  the  organic  character  of  the  indust^5^  In  proportion  as  any 
activity  is  organic,  in  the  sense  already  explained,  it  is  unsuited  to 
competition.  Competition  means  two  forces  trying  to  do  the 
same  thing;  organization  means  that  every  force  has  a  special  work 
of  its  own.  This  is  practically  identical  with  the  law  of  increasing 
returns,  first  advanced,  I  believe,  by  Professor  Henry  C.  Adams, 
(Publications  of  American  Economic  Association,  i,  523,  et  seq.)  to 
explain  the  failure  of  competition  in  certain  industries.  An  indus- 
try is  subject  to  the  law  of  increasing  returns  when  it  is  susceptible 
of  a  high  degree  of  organization.  The  amount  of  capital  that  will 
yield  the  greatest  proportional  return  corresponds  to  the  degree  of 
specialization  and  unification  of  forces  that  the  nature  of  the  indus- 
try permits  and  requires. 

The  second  ground  is  found  in  the  familiar  principle  of  natural 
monopoly.  Railroad  transportation  cannot  be  sent  to  marlcet  but  is 
fixed  in  place.  The  cases  where  two  or  more  railroads  offer  equiv- 
alent transportation  at  the  same  place  are  and  must  be  exceptional. 
Those  who  still  hold  out  for  the  sufficiency  of  competition  are 
driven  back  upon  such  (in  my  opinion)  absurd  schemes  as  that  of 
competition  among  private  trains  upon  the  same  tracks. 
10 
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prevent  a  small  minority  of  interests  frustrating  the 
just  and  proper  aims  of  the  whole. 

Public  control  cannot  advance  far  without  holding 
in  view  some  general  theory  of  rates,  such  for  exam- 
ple as  that  previously  put  forth  in  this  essay,  and 
working  steadily  toward  it.  The  commissions,  the 
legislatures  and  other  public  agencies  cannot  regu- 
late railway  charges  to  much  purpose  unless  they 
themselves  know  what  those  charges  ought  to  be. 
They  may,  perhaps,  dispense  with  a  minute  knowl- 
edge of  details,  but  in  default  of  comprehensive 
principles  to  work  upon,  their  labors  must  fail. 
A  theory  of  rates  is  not  a  subject  of  vague  and  use- 
less speculation,  but  is  the  practical  need  of  the 
hour.  The  lack  of  any  definite  policy  reduces  public 
-activity  to  mere  criticism. 

Perhaps  only  one  point  in  the  theory  of  rates  is  at 
present  generally  agreed  upon — that  there  should  be 
no  discrimination  among  persons.  This  is,  to  be  sure, 
the  most  important  principle  of  all,  and  the  work  of 
surmounting  the  well  known  practical  difficulties 
that  obstruct  its  application  should  certainly  be 
pushed  to  a  successful  conclusion. 

To  this  should  be  added  the  principle  that  railroad 
competition  for  the  business  of  large  cities  is  a  disor- 
ganizing element,  inconsistent  with  the  just  or 
efficient  performance  of  the  function  of  transporta- 
tion, and  should  cease  to  exist.  The  railroad  industry 
is  essentially  organic,  and  in  it  the  principle  of  unity 
must  and  should  prevail.  Its  introduction  should  be 
not  only  permitted  but  encouraged  and  enforced. 
What  is  wanted  is  some  form  of  combination  that 
shall  be  stronger,  more  permanent  and  more  compre- 
hensive than  pools  ever  were  or  could  have  become. 
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Merely  volantary  associations,  of  limited  scope  and 
subject  to  dissolution  whenever  any  member  becomes 
dissatisfied,  cannot  meet  the  problem.  Efficient 
railway  organization  must  be  associated  with  public 
control,  yielding  to  it  the  power  of  ample  and 
minute  regulation  and  deriving  from  it  a  coercive 
authority  over  disintegrating  elements  within  itself. 
The  public  control  is  needed  to  ensure  that  the  enor- 
mous power  of  such  a  combination  shall  not  be  turned 
against  the  general  interest.  It  is  also  needed  be- 
cause without  some  coercion  over  the  members  no 
permanent  and  effective  combination  would  be  pos- 
sible. 

But  it  would  be  a  mistake  to  imagine  that  the  rail- 
road problem  would  be  solved  by  doing  away  with 
personal  discriminations  and  by  the  unification  of 
transportation  under  public  control.  There  would 
still  remain  the  most  complex  question  of  all,  the  ad- 
justment of  rates  among  different  places  and  different 
commodities.  It  cannot  be  said  that  any  definite  and 
comprehensive  principle  concerning  this  adjustment 
has  yet  been  announced  in  legislation.  The  famous 
long  and  short  haul  provision  of  the  Interstate  Com- 
merce Act  and  of  many  acts  of  state  legislatures  is 
not  so  much  a  principle  as  a  rule  of  thumb,  the  setting 
of  an  extreme  limit  to  the  degree  in  which  rates  may 
disregard  distance.  It  is  negative  rather  than  posi- 
tive and  only  determines  what,  in  certain  cases,  rates 
must  not  be,  not  what  they  must  be.  It  can  hardly 
be  called  a  contribution  to  the  theory  of  rates,  how- 
ever useful  as  a  practical  limitation. 

In  any  case,  therefore,  the  formulation  of  a  com- 
prehensive theory  of  rates  and  the  cautious  but  per- 
sistent application   of  it   by  the    exercise   of  public 
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authority,  is  indispensable.  The  question  will  no 
more  settle  itself  under  public  than  under  private 
control,  though  the  application  of  a  principle  once 
adopted  Avill  be  easier.  The  aim  of  public  control  is 
the  more  perfect  organization  of  equipment,  methods 
and  rates.  Unification  is  desirable  as  the  necessary 
condition  of  this  better  organization,  rather  than  as 
an  end  in  itself. 

The  question  whether  transportation  should  be 
controlled  by  local  or  general  political  authorities 
depends  upon  the  extent  of  organization  in  the  par- 
ticular kind  of  transportation  in  question.  Thus, 
street  railways  are  best  controlled  by  the  cities  whose 
local  needs  they  serve;  small  country  roads  may  be 
left  to  townships  or  other  minor  authorities;  those  of 
more  general  importance  to  the  counties,  while  the 
state  itself  should  care  for  the  chief  highways. 
And,  as  pointed  out  a  few  pages  back,^  the  reg- 
ulation of  rail  and  water  transport  should  be  divided 
between  the  state  and  federal  authorities. 

Such  questions  as  those  of  the  precise  character 
and  powers  of  commissions  and  other  political  agen- 
cies charged  with  the  regulation  of  railroads  hardly 
belong  to  the  theory  of  transportation.  They  belong 
rather  to  the  theory  and  practice  of  administration. 

iPage  134. 
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PREFACE. 


The  following  monograph,  originally  prepared  as  a 
dissertation,  is  presented  with  a  good  deal  of  diffi- 
dence to  a  wider  public.  Sir  William  Petty  seems  to 
merit  more  attention  than  he  has  hitherto  received. 
An  ordinary  student  must  generally  content  himself 
with  the  few  pages  devoted  to  him  by  Roscher  or  by 
Cunningham.  What  has  here  been  done  is  designed 
to  give  a  fuller  account  than  can  at  present  be  found 
elsewhere,  with  the  hope  of  calling  forth  in  the  future 
a  more  satisfactory  work  than  this  can  pretend  to  be. 
The  reason  for  the  space  given  up  to  Potty's  biogra- 
phy may  not  be  very  apparent.  It  is  believed  that 
it  will  be  found  to  throw  some  light  on  his  writings. 
Petty  was  no  litterateur.  His  own  experience  and 
career  supplied  him  with  the  material  of  his  "Tracts." 
I  wish  here,  as  I  have  had  no  opportunity  in  the  work 
itself,  to  express  my  great  obligations  to  my  honored 
friend,  Professor  Brentano,  of  the  University  of 
Munich.  Without  implying  any  responsibility  on 
his  part,  it  can  with  truth  be  said  that,  without  his 
direction  and  encouragement,  this  essay  would  not 
have  been  undertaken  or  completed.  It  is  pleasant 
for  me  here  to  record  that  a  kind  word  from  Pro- 
fessor Cossa,  of  Pavia,  well  known  for  his  tenderness 
towards  youthful  work,  induced  me  to  think  of  re- 
publishing what  seemed  to  me  too  imperfect  even  to 
offer  as  a  short-lived  contribution  to  a  neglected  field 
of  study. 

W.   L.   B. 

Concord,  Mass., 

September,  1894. 
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Bibliography    of    the    Printed     Works     of     Sir 
William  Petty. 

In  Petty' s  manuscript  remains  in  the  British 
Museum,  I  have  found,  presumably  in  his  own  hand- 
writinia:.  the  following-  list  of  his  works.  Some  of 
them  it  is  difficult  to  identify  with  those  that  are 
in  print.  (1)  Analysis  of  the  people  and  their  wealth, 
(2)  Expenses  of  a  state  and  the  branches  of  its 
revenues,  (3)  Weight;  of  the  Crown,  (4)  Art  and 
methods  of  taxing  the  people,  (5)  The  people  and 
religions  of  the  world,  (6)  The  commercial  world  and 
the  great  emporium,  (7)  Observations  on  the  births, 
burials  and  marriages  of  London,  Paris  and  Dublin, 
(8)  Multiplication  of  mankind,  (9)  Growth  of  London, 
and  of  uniting  the  English  and  Irish,  (10)  Of  peace 
in  religion. 

A  collection  of  Petty "s  printed  works  is  to  be  found 
in  the  library  of  Brasenose  College,  Oxford.  I  am 
indebted  for  a  list  of  this  collection  to  the  kindness 
of  Mr.  Madan,  of  the  Bodleian  Library.  To  it  I  have 
been  able  to  make  a  few  additions: 

Advice  of  W.  P.  to  Mr.  Samuel  Hartlieb  for  the 
advancement  of  some  particular  parts  of  learning, 
London,  1648,  4to,  reprinted  in  Harleian  Miscellany 
vi  vol.  On  double  writing,  London,  1647,  folio. 
Declaration  concerning  the  newly  discovered  Art  of 
Double  Writing,  London,  1648,  folio.  Brief  of  pro- 
ceedings between  Sir  H.  Sankey  and  the  Author, 
London,  1659,  folio.  Reflections  upon  some  persons 
and  things  in  Ireland,  London,  1660,  12mo.;  Dublin, 
1790,  8vo.  Treatise  on  Taxes  and  Contributions, 
1662,  4to;  1667,  4to:  1679,  1685,  1689,  1690,  1691; 
Dublin,  1769,  8vo.     On  Duplicate  Proportion,  London, 
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4to,  1674.  Colloqium  Davidis,  1679,  folio.  Apparatus 
to  the  History  of  Dyeing,  1667.  Political  Arithmetic, 
London,  Svo,  1690,  1691,  1699.  Essay  on  the  growth 
of  London,  London,  1683.  Observations  on  the 
Dublin  Bills,  1683.  Maps  of  Ireland,  1683.  Essay 
on  Multiplication  of  mankind,  London,  1682,  1683, 
1686.  Further  observations  on  the  Dublin  Bills,  1686, 
12mo.     Two  Essays  in  Political  Arithmetic,  London, 

1686.  Essay  in  Political  Arithmetic,  London,  1682, 

1687,  1751,  1759;  in  French,  London,  1686,  8vo.  Five 
Essays  in  Political  Arithmetic,  London,  1687,  8vo. 
Treatise  of  Naval  Philosophy,  London,  1691,  12mo. 
Political  Anatomy  of  Ireland,  London,  1691,  8vo., 
1719,  and  Dublin,  1769.  Verbum  Sapienti,  1691, 
1719.  Several  Essays  in  Political  Arithmetic,  London, 
1699,  1711:  Edinburgh,  1751;  London,  1755.  Quan- 
tulumcunque,  London,  1682-1695,  also  in  Scarce  and 
valuable  Tracts  on  Money,  1760,  in  Somers's  Tracts 
and  in  Select  Tracts,  1856.  History  of  the  Down 
Survey,  Dublin,  1651,  4to.  Politician  Discovered, 
1681,  1690.  Privileges  and  practices  of  Parliament, 
1680,  1690.  Letter  to  John  Pell,  in  Collection  of 
scientific  letters  edited  by  Halliwell,  1841.  Three 
letters  to  Boyle  in  vol.  v,  pp.  276-278  of  Boyle's 
Works,  1st  ed.  Essays  in  Political  Arithmetic  re- 
published in  Arber's  English  Garner,  1877,  and  also 
in  i3art  by  Professor  Morley  in  Cassel's  National 
Library.  Papers  in  the  Proceedings  of  the  Royal 
Society,  161,  167,  183,  185,  198.  Discourse  of  mak- 
ing cloth,  printed  in  Birch's  History  of  the  Royal 
Society,  1665.  Observations  on  the  Bills  of  Mortality, 
1661,  1662,  1663,  4to,  London;  fourth  ed.,  London 
and  Oxford;  fifth  edition,  1676,  8vo.,  London;  1759, 
reprinted.  Handgreifliche  Demonstrationen  (a  Ger- 
man translation  of  the  Bills),  Danzig,  1693,  1724. 
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Notes  on  the  Petty  Manuscripts. 

In  Lownde's  "•  Bibliographical  Manual"'  it  is  as- 
serted that  several  of  the  Petty  manuscripts  are  to  be 
•  found  in  the  Bodleian  Librarj'.  This  is  evidently  a 
mistake,  for  the  Bodleian  contains  only  a  few  letters 
catalogued  in  the  Aubrey  and  Pepys  collection. 
After  a  careful  search  I  failed  to  discover  any  other 
manuscript  remains.  The  British  Museum  contains 
manuscript  copies  of  the  "Political  Anatomy  of 
Ireland,"  and  of  the  -^Essays  in  Political  Arith- 
metic," two  unprinted  tracts  in  defense  of  the  Crom- 
wellian  settlement  of  Ireland,  some  slhort  papers  of 
no  great  importance,  and  a  few  letters.  A  list  of 
these  manuscripts  is  given  in  Ayscough's  Catalogue, 
p.  884,  and  in  the  Catalogue  of  Additional  Manu- 
scripts, p.  1137. 

Thorpe's  ''Sale  Catalogue,"  London.  1837,  con- 
tains a  notice  of  a  manuscript  volume  of  the  cor- 
respondence between  Petty  and  Sir  Robert  South- 
well. Extensive  extracts  covering  several  pages  are 
given.  In  Xotes  and  Queries,  2d  series,  viii,  130, 
mention  is  made  of  a  collection  of  letters  by  Petty, 
advertised  for  sale  in  a  catalogue  of  M.  A.  Cooper's 
library,  Dublin,  1831.  In  whose  hands  these  two 
important  volumes  at  present  are  there  is  little  pros- 
pect of  discovering.  Aubrey  reports  (iii,  488)  that 
after  Petty's  death  he  saw  in  his  closet  a  great  many 
tractatiuniculi,  among  others  "'An  essay  to  know 
and  judge  the  value  of  lands,"  and  an  autobio- 
graphy in  Latin.  A.  Wood,  in  his  notice  on  Petty 
(Athenae  Oxonienses,  pt.  iv,  215,)  mentions  an  auto- 
biography of  Petty,  which  he  had  heard  of,  but  had 
not  seen. 


SIR   WILLIAM   PETTY. 


CHAPTER  I. 

MATERIALS  FOR  PETTY'S  BIOGRAPHY: 
THE   WILL,  AND  AUBREY'S  LIFE  OF  PETTY. 

Petty's  Will. 

Petty's  will,  dated  May  2,  1685,  printed  in  the  Dub- 
lin collection  (1769)  of  his  writings,  gives  the  follow- 
ing autobiographical  data: 

'•  In  the  first  place  I  declare  and  affirm  that  at  the 
full  age  of  fifteen  years  I  had  obtained  the  Latin, 
Greek  and  French  tongues,  the  whole  body  of  com- 
mon arithmetick,  the  practical  geometry  and  astron- 
omy, conducing  to  navigation;  dialling,  &c.  with  the 
knowledge  of  several  mathematical  trades,  all  which, 
and  having  been  at  the  University  of  Caen,^  preferred 
me  for  the  King's  Navy,  where  at  the  age  of  twenty 
years  I  had  gotten  up  about  three-score  pounds,  with 
as  much  mathematicks  as  any  of  my  age  was  known 
to  have  had. 

"With  this  provision,  anno  1643,  when  the  civil 
wars  betwixt  the  King  and  Parliament  grew  hot,  I 
went  into  the  Netherlands  and  France  for  three 
years,  and  having  vigorously  followed  my  studies, 
especially  that  of  medicine,  at  Utrecht,  Leyden, 
Amsterdam,  and  Paris,  I  returned  to  Rumsey,  where 
I  was  born,  bringing  back  with  me  my  brother 
Anthony,  whom  I  had  bred,  with  about  ten  pounds 
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more  than  I  had  carried  out  of  England.  With  this 
seventy  pounds,  and  my  endeavours,  in  less  than  four 
years  more  I  obtained  my  degree  of  M.  D.  in  Oxford, - 
and  forthwith  thereupon,  to  be  admitted  into  the 
College  of  Physicians,  London,  and  into  several  clubs 
of  the  virtuous;^  after  all  which  expences  defrayed  I 
I  had  left  twenty-eight  pounds,  and  in  the  next  two 
years,  being  made  Fellow  of  Brasenose^  and  Anatomy 
Professor  in  Oxford  and  also  Reader  at  Gresham 
College,  I  advanced  my  said  stock  to  about  £400, 
and  with  £100  more  advanced  and  given  me  to 
go  for  Ireland,  unto  full  £500.  Upon  the  10th  of 
September,  1652,  I  landed  at  Waterford  in  Ireland, 
physician  to  the  army,  who  had  suppressed  the  rebel- 
lion begun  in  1641,  and  to  the  general  of  the  same, 
and  the  headquarters,  at  the  rate  of  twenty  shillings 
per  diem,  at  which  I  continued  till  June,  1659." 
Here  follows  an  account  of  his  public  career  in  Ire- 
land, more  fully  related  in  his  other  works.  He 
estimates  his  profits  at  £13,000.  "I  bestowed  part 
of  the  said  £13,000  in  soldiers  debentures,  part  in 
purchasing  the  Earl  of  Arundel's  house  and  garden 
in  Lothbury,  London,  and  part  I  keep  in  cash  to 
answer  emergencies.  I  purchased  lands  in  Ireland, 
.  a  great  part  whereof  I  lost  by  the  Court 
of  Innocents,  anno  1663,  and  built  the  said  garden 
called  Token  House  Yard  in  Lothbury,  which  was 
for  the  most  part  destroyed  by  the  dreadful  fire,  anno 
1666.  Afterwards,  anno  1667,  I  married  Elizabeth, 
the  relict  of  Sir  Maurice  Fenton,  Bart.  I  set  up  iron 
works  and  pilchard  fishing  in  Kerry,  and  opened  the 
lead  mines  and  timber  trade  there,"  Here  follow 
detailed  accounts  of  his  investments  by  all  of  which 
he  estimates  that  he  has  an  income  of  £15,000. 
"As  for  myself,   I  being  now   three-score   and   two 
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years  old,  I  intend  to  attend  the  improvement  of  my 
lands  in  Ireland,  and  to  get  in  the  many  debts  owing 
unto  me,  and  to  promote  the  trade  of  iron,  lead, 
marble,  fish  and  timber  whereof  my  estate  is  capable: 
and  as  for  studies  and  experiments,  I  think  now  to 
confine  the  same  to  the  anatomy  of  the  people  and 
political  arithmetic,  as  also  to  the  improvement  of 
ships,  land  carriages,  guns  and  pumps,  as  of  most 
use  to  mankind,  not  blaming  the  studies  of  other 
men.  As  for  religion,  I  die  in  the  profession  of  that 
faith,  and  in  the  practice  of  such  worship  as  I  find 
established  by  the  law  of  my  country " 

Aubrey's  Biography  of  Petty. 

The  following  life  of  Petty  is  printed  in  '-Letters 
of  Eminent  Persons,"  by  J.  Aubrey,  London,  1818, 
volume  II.,  pages  481-491: 

Sir  William  Petty  was  the  son  of Petty, ^  of 

Rumsey,   in    Hampshire,   by ■,   his   wife.     His 

father  was  born  on  the  Ash  Wednesda}^  before  Mr. 
Hobbes,  sc.  1587.  He  was  by  profession  a  clothier, 
and  also  did  dye  his  own  clothes.  He  died  and  Avas 
buried  at  Rumsey  1644,  where  Sir  William  intends  to 
set  up  a  monument  for  him.  He  (Sir  William)  was 
born  at  his  father's  house,  aforesaid,  on  Monday,  the 
twenty-sixth  of  May,  1623,  eleven  hours  42'  o6" 
afternoon.     Christened  Triiiity  Sunday.*^ 

Rumsey  is  a  little  haven  town,  and  hath  most  kinds 
of  artificers  in  it.  When  he  was  a  boy  his  greatest 
delight  was  to  be  looking  on  the  artificers,  smyths, 
watchmakers,  carpenters,  joiners,  and  at  twelve  years 
old  he  could  have  worked  at  any  of  these  trades. 
Here  he  went  to  school,  and  learned  by  twelve  years 
a  competent   smattering  of  Latin,  and  was  entered 
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into  the  Greek  before  he  was  fifteen.     He  has  told 
me  there  happened  to  him  the  most  remarkable  acci- 
dent of  his  life  (which  he  did  not  tell  me),  and  which 
was  the   foundation  of  all  the  rest  of  his  greatness 
and  acquiring  riches.     He  informed  me  that  about 
fifteen,  in  March,  he  went  over  to  Caen,  in  Normandy, 
in  a  vessel  that  went  hence,  with  stock,  and  began 
to  play  the  merchant,  and  had  so  good  a  success  that 
he  maintained    himself   and   also  educated  himself. 
This,    I   guess,   was   that  most  remarkable   accident 
that  he  meant.     Here  he  learned  the  French  tongue 
and    perfected    himself    in    Latin,    and    had    Greek 
enough  to  serve  his  turn.   At  Caen  he  studied  the  arts. 
At  eighteen  he  was,  I  have  heard  him  say,  a  better 
mathematician  than  he  is  now.     But  when  occasion 
is    he    knows    how   to  recur    to    more    mathematical 
knowledge.     At  Paris  he  studied  anatomy;  and  read 
Vesalius  with  Mr.  Hobbes,  who  loved  his  company. 
Mr.  Hobbes  then  wrote  his   "Optics."      Sir  William 
Petty  then  had  a  fine  hand  in  drawing,  and  drew  Mr. 
Hobbes'    optical    schemes    for    him,    which    he    was 
pleased  to  like.     At  Paris,  one  time,  it  happened  that 
he  was  driven  to  a  great  straight   for  money,  and  I 
have  heard  him   say  that   he  lived  a  week  on  two 
pennyworth   (or  three,   I  have  forgot  which,    but   1 
should  think  the  first)  of  walnuts.     Query:  whether 
he  was  not  some  time  a  prisoner  there."    Anno  Domini 
1644    he    came    to    Oxford**  and  entered   himself  of 
Brasenose  College.     Here  he  taught  anatomy  to  the 
young  scholars.     Anatomy  was  then  but  little  under- 
stood by  the  university,  and  I  remember  he  kept  a 
body  that  he  brought  by  water  from  Reading  a  good 
while   to  read   on,  some  way  preserved  or   pickled. 
Anno   Domini happened  that  memorable  acci- 
dent .and   experiment  of    the    reviving    Nan   Green, 
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which  is  to  be  ascribed  and  attributed  to  Dr.  Petty, 
as  the  first  discoverer  of  life  in  her  and  author  of 
saving  her.'-*  Here  he  lived  and  was  beloved  by  all 
ingenious  scholars,  particularly  Ralph  Bathurst,  of 
Trinity  College  (then  Dr.  of  Physic);  Dr.  J.  Wilkins, 
Warden  of  Wadham  College;  Seth  Ward,  Professor 
of  Astronomy;  Dr.  Wood,  Thomas  Wallis,  M.  D.,  etc.'" 
Dr.  Petty  was  resident  in  Oxford  1648,  1649,  and  left 
it,  if  Anthony  A.  Wood  is  not  mistaken,  in  1652.  He 
was  about  1650  elected  Professor  of  Music  at  Gres- 
ham  College  by  the  interest  of  his  friend.  Captain 
John  Graunt,  who  wrote  the  "  Observations  on  the 
Bill  of  Mortality,"  and  at  that  time  was  worth  but 
forty  pounds  in  all  the  world."  Shortly  after  (A.  D. 
1652).  in  August,  he  had  the  patent  for  Ireland;  he 
was  recommended  to  the  Parliament  ''o  be  one  of  the 
surveyors  of  Ireland,  to  which  employment  Captain 
John  Graunt' s  interest  did  also  help  to  give  him  a 
lift;  and  Edmund  Wyld,  Esq.,  also,  then  a  member 
of  Parliament  and  a  great  fautor  of  ingenious  and 
good  men  for  mere  merit's  sake  (not  being  formally 
acquainted  with  him)  did  him  great  service,  which, 
perhaps,  he  knows  not  of.^-  To  be  short  he  is  a  per- 
son of  so  great  worth  and  learning,  and  hath  such  a 
prodigious  working  art,  that  he  is  both  fit  for  and 
an  honor  to  the  highest  preferment.  By  this  sur- 
veying emploj^ment  he  got  an  estate  in  Ireland 
(before  the  restoration  of  Charles  II.)  of  £18,000  a 
year.  He  hath  yet  there  £7,000  or  £8,000  a  year, 
and  can  from  Mt.  Mangorton,  in  the  county  of  Kerry, 
behold  6,000  acres  of  his  own  land, 

A.   D.   1667,    on   Trinity  Sunday,   he   married    the 
relict   of   Sir   Fenton,  of    Ireland,   Kt.,    daughter    of 
Sir  Hardress  Waller,  of  Ireland,  a  very  beautiful  and 
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ingenious  lady,  brown,  with  glorious  eyes,  by  whom 
he  hath  sons  and  daughters,  very  lovely  children, 
but   all   like   the  mother.     I    remember  there  was  a 

great  difference  between  him  and  Sir ,  one 

of  Oliver's  Knights,  about  1660.  They  printed  one 
against  the  other.  The  knight  had  been  a  soldier 
and  challenged  Sir  William  to  fight  with  him.  Sir 
William  is  extremely  short-sighted,  and  being  the 
challengee,  it  belonged  to  him  to  nominate  place  and 
weapon.  He  nominates  for  the  place  a  dark  cellar 
and  the  weapon  to  be  a  great  carpenter's  axe.  This 
turned  the  knight's  challenge  into  ridicule,  and  so  it 
came  to  nought. ^^  He  can  be  an  excellent  droll  (if 
he  has  a  mind  to  it),  and  will  preach  "  ex  tempore  " 
incomparably  either  the  Presbyterian  way.  Inde- 
pendent, Capucian  friar,  or  Jesuit."  He  had  his 
patent  for  Earl  of  Kilmore  and  Baron  of  Shelborne, 
which  he  stifles  during  his  life  to  avoid  envy,  but  his 
son  will  have  the  benefit  of  the  precedency. ^'^  A.  D. 
1660  he  came  into  England,  and  was  presently  re- 
ceived into  good  grace  with  His  Majesty,  who  was 
mightily  pleased  with  his  discourse.  A.  D.  1663  he 
made  his  double-bottomed  vessel,  of  which  he  gave 
a  model  to  the  Royal  Society  made  with  his  own 
hands,  and  it  is  kept  in  the  repository  of  Gresham 
College.  It  did  do  a  very  good  service,  but  hap- 
pened to  be  lost  in  an  extraordinary  storm  in  the 
Irish  Sea.^*^ 

He  is  a  person  of  an  admirable  inventive  head  and 
practical  parts.  He  hath  told  me  that  he  hath  read 
but  little,  that  is  to  say,  not  since  twenty-five  years, 
and  is  of  Mr.  Hobbes'  mind,  that  had  he  read  much, 
as  some  men  have,  he  had  not  known  so  much  as  he 
does,  nor  should  he  have  made  such  discoveries  and 
improvements. '' 
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He  went  towards  IreUiml  in  order  to  be  a  member 
of  that  Parliament,  March  22,  JCTQ-IGSO.'*  I  remem- 
ber one  St.  Andrew's  Day  (which  is  the  day  of  the 
general  meeting  of  the  Royal  Society).  I  said  me- 
thought  it  was  not  so  well  that  we  should  pitch  upon 
the  patron  of  Scotland's  day;  we  should  rather  have 
taken  St.  George  or  St.  Isidore  (a  philosopher  canon- 
ized). '•  No,"  said  Sir  William,  "  I  would  rather  had 
it  been  on  St.  Thomas,  for  he  would  not  believe  till 
he  had  seen,  and  put  his  fingers  into  the  holes  ac- 
cording to  the  motto,  'uullius  in  verba.' '' 

He  hath  told  me  that  he  never  got  by  legacies  in 
his  life  but  only  ten  pounds,  which  was  not  paid.  He 
hath  told  me,  that  whereas  some  men  have  acci- 
dentally come  into  the  way  of  preferment  by  being 
at  an  inn,  and  there  contracting  an  acquaintance  on 
the  road,  or  as  some  others  have  done,  he  never  had 
any  such  like  opportunity,  but  hewed  out  his  fortune 
himself.^" 

He  is  a  proper  handsome  man,  measured  six-foot 
high,  good  head  of  hair  moderately  turning  up:  vide 
his  picture  as  Dr.  of  Physick.  His  eyes  are  a  kind 
of  goose-grey,  but  very  short-sighted,  and  as  to 
aspect  beautiful,  and  promise  sweetness  of  nature, 
and  they  do  not  deceive,  for  he  is  a  marvelous  good- 
natured  person.  Eyebrows  thick,  dark  and  straight. 
His  head  is  very  large.  He  was  in  his  youth  slender, 
but  since  these  twenty  years  and  more  past  he  grew 
very  plump,  so  that  he  is  now  ahdomine  tardus.  This 
last  March  I  persuaded  him  to  sit  for  his  picture  to 
Mr.  Logan,  the  graver,  whom  I  forthwith  went  for 
myself,  and  he  drew  it  just  before  his  going  into 
Ireland,  and  is  very  like  him.  But  about  16o9  he 
had  a  picture  in  miniature  drawn  by  his  friend  and 
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mine,  Mr.  Samuel  Cowper  (prince  ,of  limners  of  his 
age),  one  of  the  likest  that  ever  he  drew. 

I  have  heard  Sir  William  say  more  than  once  that 
he  knew  not  that  he  was  purblind,  till  his  master  (a 
master  of  a  ship)  bade  him  climb  up  the  rope  ladder, 
and  give  notice,  when  he  espied  such  a  steeple 
(somewhere  upon  the  coast  of  England  or  France,  I 
have  forgot  where),  which  was  a  landmark  for  the 
avoiding  of  a  shelf.  At  last  the  master  saw  it  on 
the  deck,  and  they  fathomed  and  found  they  were 
but foot  of  water.-"  Before  he  went  into  Ire- 
land he  solicited,  and  no  doubt  he  was  an  admirable 
good  solicitor,  I  have  heard  him  say  that  in  solicit- 
ing he  could  dispatch  several  businesses,  nay,  better 
than  one  alone,  for  by  conversing  with  several  he 
should  gain  the  more  knowledge  and  the  greater 
interest. 

In  the  time  of  the  war  with  the  Dutch  they  con- 
cluded at  the  council  board  at  London,  to  have  so 
many  out  of  Ireland  (I  think  1,500).  Away  to  Ire- 
land came  one  with  a  commission,  and  acquaints  Sir 
William  with  it.  Says  Sir  William:  "You  will  never 
raise  this  number  here.''  ^'Oh,"  said  the  other,  '^I 
warrant  you  I  will  not  abate  you  a  man."  Now,  Sir 
William  knew  it  was  impossible,  for  he  knew  how 
many  ton  of  shipping  belonged  to  Ireland,  and  the  rule 
is  to  so  many  ton  of  shipping  so  many  men.  Of  these 
ships  half  were  abroad,  and  of  those  at  home  so  many 
men  imperfect.  In  fine,  the  commissioner  could  not 
raise  above  200  seamen  there.  So  we  may  see  how 
statesmen  may  mistake  for  want  of  this  political 
arithmetic.  Another  time  the  council  of  Dublin  were 
all  in  a  great  racket  for  the  prohibition  of  coal  from 
England  and  Wales,  considering  that  all  about  Dub- 
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lin  is  such  a  vast  quantity  of  turf,  so  they  would  im- 
prove their  rents,  set  poor  men  on  work  and  the  city 
shoukl  he  served  with  fuel  cheaper.  Sir  William 
knew  prima  facie  this  project  could  not  succeed. 
Said  he:  "If  you  will  make  an  order  to  hinder  the 
bringing  in  of  coals  by  foreign  vessels,  and  bring  it 
in  vessels  of  your  own,  I  approve  of  it  very  well. 
But  for  your  supposition  of  the  cheapness  of  the 
turf,  it  is  true  it  is  cheap  on  the  place,  but  consider 
carriage,  consider  the  yards  that  must  contain  such 
a  quantity  for  respective  houses  ;  these  yards  must 
be  rented.     What  will  be  the  charge?" 

Memoranda:  About  1665  he  presented  to  the  Royal 
Society  a  discourse  of  his  in  manuscript  of  building 
of  ships,  which  the  Lord  Brounker  (then  president) 
took  away  and  still  keeps,  saying,  "It  was  too  great 
an  arcanum  of  state  to  be  commonly  perused;"  but 
Sir  William  told  me  that  Dr.  Robert  Wood  has  a  copy 
of  it,  which  he  himself  hath  not. 

Sir  William  Petty  died  at  his  house  in  Piccadilly 
(almost  opposite  to  St.  James'  Church),  on  Friday, 
16th  day  of  December,  1687,  of  a  gangrene  in  his 
foot,  occasioned  by  the  sw^elling  of  the  gout,  and  is 
buried  with  his  father  and  mother  in  the  church  at 
Rumsey,  in  Hampshire.  My  Lady  Petty  was  de- 
clared Baroness  of  Shelborne  and  her  eldest  son 
Baron  of  the  same,  a  little  before  the  coming  in  of 
the  Prince  of  Orange. 
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CHAPTER  II. 

ILLUSTRATIONS    AND     NOTES     ON     PETTY'S 
LIFE  FROM  CONTEMPORARY  SOURCES. 

'In  1769  edition,  "University  of  Oxon.''  All  the 
manuscript  copies  of  the  '•Will"  that  I  have  seen, 
read  ••Caen." 

'^According  to  Burrows'  '-Register."'  p.  483.  he  took 
the  M.  D.  degree  in  1650. 

^Petty  here  refers  to  the  '"Invisible  College"  or 
"Philosophical  Club,"  out  of  which  grew  later  on 
the  Royal  Society.  Cf.  Masson's  ''Life  of  Milton," 
iii,  662,  and  note. 

^Petty  was  Fellow  and  Vice-Principal  of  Brasenose 
College  in  1651  and  1659.  Burrows'  "Register,"  p. 
483. 

^A.  Wood  gives  his  father's  name  as  Anthony. 
"  Athenae  oxonienses,"  iv,  p.  215. 

*The  compiler  of  the  catalogue  of  the  Lansdowne 
manuscripts  in  the  British  Museum  asserts  that  a 
Hampshire  clergyman,  William  Petty,  whose  manu- 
script letters  are  indexed  in  the  collection,  was  a 
brother  of  Anthony  Petty,  and  conjectures  that  from 
this  relative  Sir  William  received  his  Christian  name. 
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'On  Pettv's  return  to  England,  probably  through 
the  influence  of  Hobbes,  he  was  introduced  to 
Hartlib.  This  remarkable  man,  whose  name  is 
familiar  in  the  literary  history  of  the  time  (cf.  Mas- 
son's  "Life  of  Milton"),  became  Petty's  patron.  In 
a  letter  to  Boyle  of  1647  (Boyle's  Works,  vi,  77)  he 
expresses  great  admiration  for  the  talents  of  his 
young  acquaintance. 

I  put  into  your  hands  the  design  of  the  liistory  of  trade.  The 
author  is  one  Petty,  twenty-four  years  of  age,  a  perfect  Frenchman, 
and  a  good  linguist  in  other  vulgar  languages,  a  most  exact  anato- 
mist, and  excellent  in  all  mathematical  and  mechanical  learning. 
As  for  solid  judgment  and  industry  altogether  masculine. 

Petty  soon  became  interested  in  Hartlib* s  scheme 
for  the  reform  of  education,  and  showed  his  desire 
to  co-operate  in  the  movement  by  writing  a  "  Tractate 
on  Education,"  dedicated  to  Hartlib.  At  the  same 
time  he  invented  a  copying  machine.  Reference  is 
made  to  this  invention  in  the  •■  Tractate."  A  parlia- 
mentary patent^  was  secured  for  it,  and  a  description 
of  it,  dedicated  to  Robert  Boyle,  was  printed  in 
1648.-  This  invention,  like  a  good  many  of  Petty's 
later  mechanical  devices,  proved  a  failure.  Curiously 
we  find  in  a  letter,  written  by  Sir  Christopher  Wren 
some  years  after,  a  reference  to  a  similar  machine.^ 
Wren,  w^ithout  mentioning  any  name,  complained 
that  a  model  of  his  invention,  in  a  still  imperfect 
condition,  had  been  seen  by  chance  by  a  visitor,  and 
reproduced.  The  failure  of  the  reproduction  of  his 
unfinished  invention  had  made  it  impossible  for  him 
to  give  to  the  world  his  own  perfected  instrument  for 
multiplying  copies  of  writing.     The  history  of  Petty's 

^Boyle's  Works  (second  edition),  vi,  137. 
"•^Rushworth,  "Historical  Collection,"  part  iv. 
3  Wren's  "Parentalia",  p.  215. 
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own  invention  leads  us  to  suspect  that  he  may  have 
been  the  person  whom  Wren  accuses  of  this  dis- 
honorable act.  From  what  we  know  of  Petty's  in- 
sensibility to  strict  honesty,  where  he  saw  any  chance 
of  furthering'  his  own  interests,  we  cannot  say  that 
he  was  incapable  of  such  an  action. 

In  1646,  along  with  Hartlib  and  Boyle,  Petty  joined 
the  ''  London  Philosophical  Society."  This  unpre- 
tentious club,  inaugurated  in  1645  by  Theodore  Haak, 
was  the  parent  of  the  Royal  Society.  The  object  of 
the  society,  which  included,  besides  these  already 
mentioned,  the  well  known  names  of  Drs.  Wilkins 
and  Wallis,  was  the  promotion  of  the  study  of  natural 
science.^ 


*Being  a  man  of  fortune,  he  sided  with  the  people 
then  in  authority.  He  went  to  Oxon  when  the  great 
rout  of  loyal  scholars  was  made  by  the  parliamentar- 
ian visitors,  settled  there  for  some  time,  followed  the 
faculty  of  physic,  exercised  anatomy,  and  became 
professor  of  anatomy.  A.  Wood,  "Athenae  Oxon- 
ienses  ",  iv,  p.  215. 


"An  account  of  this  incident  is  given  in  a  pamphlet 
entitled  "  News  from  the  Dead,"  reprinted  by  Morgan 
in  the  ''Phoenix  Britannicus,"  p,  232,  ff. 


^"Petty  had  not  allowed  his  interest  in  the  '-Philo- 
sophical Society"  to  drop.  Some  of  the  original 
members  of  the  London  club,  now  resident  at  Oxford, 

'Cf.  Wallis's  account  of  the  Society  in  the  Introduction  of  Peter 
of  Langtoft's  Chronicle. 
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along  with  several  new  adherents,  held  meetings  at 
his  lodgings.  Cf.  Introduction  to  Peter  of  Langtoft's 
Chronicle. 


"Burrows'  "Register'",  p.  835,  April  18,  1651. 
Principal  and  fellows  of  Brasenose  gave  Petty  leave 
of  absence  for  two  years  with  continuance  of  his 
stipend  of  thirty  pounds  a  year. 

Evelyn,  ii.  p.  95.  "  Sir  William  came  from  Oxford 
to  be  tutor  to  a  neighbour  of  mine." 

^-Petty's  career  in  Ireland  is  hardly  touched  upon 
by  Aubrey.  The  following  account  is  derived  from 
his  own  works,  chiefly  the  "Down  Survey."  This 
book,  unlike  Petty's  other  works,  is  extremely  dull, 
and  difficult  reading.  Pendergast,  in  "The  Crom- 
wellian  Settlement,"  has  made  constant  use  of  it,  and 
with  the  help  of  his  book,  I  have  been  able  to  throw 
some  light  on  the  next  few  years  of  Petty' s  life. 

Strafford,  in  following  out  the  familiar  policy  of 
transplanting  English  settlers  into  Ireland,  had 
brought  about  a  rebellion  among  the  natives.  To 
suppress  this  outbreak,  an  army  had  to  be  sent  from 
England.  This  army  was  raised  and  supported  by 
money  advanced  by  private  individuals,  subscribed 
on  the  security  of  2,500,000  acres  of  Irish  land  to  be 
confiscated  at  the  close  of  the  rebellion.  The  debt 
was  still  unsettled  at  the  end  of  Cromwell's  Irish 
campaign  in  1652.  As  the  army  had  not  yet  received 
its  pay,  the  government  proposed  to  settle  both  of 
these  claims,  by  granting  to  each  party  confiscated 
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land  sufficient  to  meet  their  demands.  The  army 
was  induced  to  accept  the  same  rates  as  had  already 
been  agreed  upon  by  the  subscribers,  who  are  called 
for  brevity  the  ''Irish  Adventurers."  According  to 
this  agreement,  the  money  value  of  a  thousand  acres 
of  land  varied  from  £200  to  £600,  according  to 
quality  and  location.  The  original  Irish  landowners, 
and  even  the  older  English  proprietors  who  had  lived 
in  the  district  of  rebellion,  were  to  be  transported  to 
Connaught.  It  was  proposed  to  send  the  poorer 
native  inhabitants  to  foreign  countries,  the  men  to 
Spain,  the  women  and  children  to  the  West  Indies. 

The  first  step  in  carrying  out  this  scheme  was  a 
survey  of  the  land,  which  was  to  be  set  off  for  the 
various  claimants.  Worsely,  the  surveyor-general, 
had  made  a  survey  in  1653,  which  was  notoriously 
erroneous.  Petty  immediately  pointed  out  the  de- 
fects and  the  way  to  remedy  them,  offered  to  under- 
take a  new  survey,  to  be  concluded  within  thirteen 
months,  and  to  prepare  a  general  map  of  the  whole 
country.  The  surveyor-general^  anxious  to  retain 
this  work  in  his  own  hands,  subjected  every  part  of 
Petty' s  offer  to  minute  criticism.  His  objections 
were  answered,  and  Petty,  supported  by  influential 
friends,  secured  the  contract,  which  was  signed  on 
December  24,  1654.  The  survey  was  performed  with 
the  promised  rapidity,  not  by  introducing  new  scien- 
tific methods,  but  by  careful  direction  of  the  numer- 
ous subordinates  among  whom  the  labor  was  appor- 
tioned. The  opposition  which  had  met  Petty  at  every 
step  had  a  deeper  ground  than  the  personal  eninity 
of  Worsely.  Cromwell  was  carrying  out  in  Ireland 
the  policy  that  he  had  already  adopted  in  England, 
of  trying  to  drav^  to  the  support  of  the  government 


397]  llluslrations  and  NoteR  on  J'etti/fi  Life.  ^7 

the  conservative  element  of  the  country.  He  at- 
tempted to  attract  the  Presbyterians  in  Ireland, 
who  had  large  vested  interests  there,  and  used 
them  to  break  down  the  power  of  the  clique  of  army 
officers,  who  were  Anabaptists,  and  notoriously  repub- 
lican i]i  politics.  Henry  Cromwell,  who  supplanted 
Fleetwood  as  commander  of  the  forces  in  Ireland  in 
1655,  had  directions  from  his  father  to  give  the 
country  a  settled  government  in  place  of  the  an- 
archy which  the  selfish  interests  of  the  army  had 
encouraged.  Petty  allied  himself  with  the  Protect- 
or's party,  and  was  soon  promoted  to  be  Henry 
Cromwell's  secretary,  and  finally  Clerk  of  the 
Council. 

We  have  already  seen  what  were  the  initial  diffi- 
culties of  the  '"Down  Survey"  (Petty's  undertak- 
ing was  so-called  because  in  it  the  natural  divisions 
of  the  country  were  marked  down).  The  end  of  his 
task  brought  fresh  obstacles.  On  the  completion  of 
the  work  Petty  requested  that  the  sureties  should 
be  discharged,  the  survey  accepted,  and  payment 
made  for  his  services.  A  committee  of  officers  di- 
rected the  surveyor-general  to  examine  the  survey. 
At  the  expiration  of  three  months,  he  made  a  report 
advising  its  rejection  on  the  ground  of  non-fulfilment 
of  the  terms  of  the  contract.  A  fresh  committee 
was  then  appointed,  not  so  inimical  to  Petty,  to 
review  the  entire  matter.  This  body  finally  accepted 
the  '-survey"  on  the  17th  of  May,  1656.  Petty's 
other  requests  were  reserved  for  consideration,  and 
only  after  a  delay  of  more  than  six  months  were  his 
sureties  released,  and  his  claim  for  pay  acknowl- 
edged. The  amount  received  by  him  for  conducting 
the  survey  was  £18,532,  out  of  which  sum  the  pay  of 
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his  assistants  and  general  expenses  were  to  be  de- 
frayed. He  had  some  difficulty  in  collecting  from  the 
army  the  amount  which  they  had  agreed  to  pay  at 
the  rate  of  a  penny  for  each  acre.  In  February, 
1657,  there  still  remained  due  to  him  from  this 
quarter  £614.  This  he  was  allowed  to  collect  per- 
sonally, and  it  was  raised  to  £3,181  to  cover  the  costs 
of  collection,  and  to  remunerate  his  other  services  to 
the  state.  In  payment  of  this  debt,  9,665  acres  of 
land  were  allotted  to  him.  This  transaction  brought 
upon  him  many  charges  of  fraud.  On  the  public 
records  this  large  allotment  was  made  over  to  him 
for  £1,000.  His  own  explanation  is  that  this  money 
belonged  to  him  personally,  and  that  no  mention  is 
made  of  his  previous  claim  of  £3,181. 

In  the  work  of  allotting  the  lands  among  the 
claimants.  Petty  took  a  prominent  share.  He  was  one 
of  four  commissioners,  to  whom  the  duty  was  as- 
signed, and  had  really  the  responsibility  of  the  whole 
matter.  This  new  position  made  him  a  more  con- 
spicuous object  of  attack,  by  placing  in  his  hands 
many  opportunities  for  taking  advantage  of  this 
authority.  In  this  division,  as  the  individual  share 
was  decided  by  lot,  much  discontent  was  caused  by 
differences  in  the  quality  of  the  land,  and  bribery 
was  readily  employed  to  remedy  adverse  fortune.  In 
the  meantime  the  -'Irish  Adventurers"  were  im- 
patiently waiting  for  satisfaction.  They  had  already 
refused  to  be  assigned  tracts  of  lands  apart  from  the 
army,  fearing  that  peaceful  possession  would  be  im- 
possible without  military  protection.  Now  they 
were  alarmed  at  the  prospect  of  the  number  of 
claimants  exceeding  the  supply  of  land.  Henry 
Cromwell,  lately  become  Lord  Deputy  of  Ireland,  ad- 
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vised  the  '•  Adventurers  "  to  entrust  their  interests 
to  Petty.  In  the  summer  of  1658  he  visited  London 
and  arranged  with  them  a  satisfactory  agreement,  in 
which  they  consented  to  accept  his  survey  as  the 
basis  for  their  own  allotments.  The  number  of  those 
waiting  to  be  satisfied  was  very  great,  and  the  con- 
flicting interests  caused  considerable  delay.  There 
were  held  as  many  as  83,400  debentures  on  Irish 
lands.  Of  these  were  returned  only  11,804,  the  rest 
being  held  back  in  the  hope  of  obtaining  better 
terms.  The  delay  caused  a  vast  amount  of  specula- 
tion, for  the  poorer  soldiers  were  obliged  to  sell  their 
debentures  for  ready  money  to  their  superior  officers, 
who  desired  to  get  an  estate  in  Ireland.  As  a 
government  official  Petty  could  not  legally  take  a 
share  in  this  land  jobbery,  but  he  soon  managed  to 
overcome  this  difficulty.  His  salary  as  land  com- 
missioner was  in  arrears.  The  government  com- 
pensated him  by  assigning  him  6,000  acres  of  land, 
and  gave  him  permission  to  buy  £2,000  worth  of 
debentures.  Such  notorious  advantages  could  hardly 
pass  unmarked,  especially  as  Petty's  official  plural- 
ism and  his  influence  with  Henry  Cromwell  made 
him  all  the  more  open  to  attack. 

One  must  give  him  the  credit  of  possessing  con- 
spicuous energy.  His  various  duties  he  performed 
assiduously.  He  lived  abstemiously.  He  spent  a 
large  part  of  the  night  dictating  to  his  secretaries. 
He  mastered  the  details  of  his  varied  official  work 
by  systematic  labor.  While  he  tells  us  that  he  dis- 
regarded the  unpopularity  which  he  brought  upon 
himself,  it  is  evident  that  he  was  somewhat  sensitive 
to  its  violence.  In  a  letter  to  Boyle  written  in  Feb- 
ruary,  1657,    he  expresses  himself  in  the  following 
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words:  '•!  never  lived  a  more  miserable  life  than  now. 
I  wish  I  had  the  opportunity  to  make  you  understand 
the  state  of  some  things;  till  when  suspend  your 
judgment  of  me.  I  think  I  can  demonstrate  the 
necessity  of  the  most  malign  action  I  am  taxed 
with/"'  In  August,  1658,  we  catch  a  glimpse  of 
Petty  during  his  visit  to  London  on  the  business  of 
the  -'Adventurers'  "  claims.  Hartlib,  in  a  letter  to 
Boyle,  writes:  "■  Dr.  Petty  spent  two  hours  with  me; 
he  talked  of  an  educational  plan  on  which  he  pro- 
posed to  spend  £2,000.  The  history  of  trade  he  looks 
upon  as  the  great  pillar  for  the  reformation  of  the 
world.  "- 

Upon  the  death  of  Oliver  Cromwell  the  attacks 
against  Petty  became  more  violent.  In  the  person 
of  Sir  Jerome  Sankey  he  found  a  most  active  and 
determined  enemy.  During  Potty's  residence  at 
Oxford,  Sankey  had  been  a  fellow  of  All  Souls  and 
Proctor  of  the  University.^  He  gave  up  his  aca- 
demic career  to  try  his  fortune  in  a  more  active  field. 
He  had  served  with  distinction  in  Ireland  under 
Cromwell.  In  religion  lie  was  a  fanatical  Anabap- 
tist, and  in  politics  a  prominent  member  of  the  army 
faction.  According  to  Potty's  statement,  Sankey' s 
enmity  was  due  to  his  watchfulness  in  preventing 
Sankey  from  illegally  changing  his  allotment  of  land. 

In  November,  1658,  an  anonymous  libel  against 
Petty  was  brought  to  the  notice  of  the  Lord  Deputy. 
In  this  he  was  accused  of  general  official  misconduct. 
So  high  he  stood  in  Cromwell's  favor,  so  great  was 
his  influence,  that  his  enemy  compared  him  to  Car- 

>  Boyle's  Works,  vi,  136. 
-  Boyle's  Works,  vi,  113. 
*  Cf .  Burrows'  "Register,"  p.  227. 
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dinal  Wolsey.  A  committee  of  seven  ofHcers  were 
charged  to  investigate  the  truth  of  the  charges  con- 
tained in  the  libel.  He  was  acquitted,  but  a  dissent- 
ing report  was  presented  by  the  minority  in  which 
he  was  accused  of  magnifying  the  debt  due  to  him 
by  the  army,  of  charging  the  army  with  debts  not 
really  due  by  them,  of  reserving  for  himself  portions 
of  choice  lands.  Petty  replied  to  this  in  general 
terms,  claiming  that  all  his  actions  were  done  with 
full  Government  sanction.  He  ended  by  asking  for 
a  speedy  trial. 

In  the  meantime  Petty  had  been  elected  a  member 
in  the  Parliament  summoned  by  Richard  Cromwell. 
In  this  body  he  represented  the  town  of  AVest  Low, 
in  the  county  of  Cornwall.  When  Parliament  met 
in  March,  Sankey,  also  a  member,  took  an  early  occa- 
sion of  bringing  up  his  charges  against  Petty.  In 
Burton's  •' Diary "  ^  we  find  a  report  of  Sankey's 
speech.  The  following  are  the  opening  words:  "I 
open  the  highest  charge  against  a  member  of  this 
house  that  ever  was:  such  news  has  not  been  of  a 
long  time;  a  high  breach  of  trust.     It  is  against  a 

great  person He   is   both   cook,   caterer 

and  hunt;  is  commissioner  and  surveyor;  has  had 
the  disposing  of  two  million  acres  of  land.  He 
is  a  man  of  great  parts,  but  has  highly  wronged 
them.  His  name  is  Dr.  Petty."  Sankey  went  on  to 
accuse  him  of  bribery  and  fraud.  Several  members 
spoke  in  Petty' s  favor  and  recognized  his  services  to 
the  State.  Sankey  was  directed  to  put  his  charges 
in  a  more  specific  form,  and  the  Speaker  on  March 
26,  1659,  commanded  Petty  to  attend  and  answer  the 
following    charges:     1.    Dealing    in    Debentures.     2. 

1  Cf.  vol.  iv,  pp.  244-49. 
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Taking  bribes.  3.  Appropriating  money  belonging 
to  the  state.  Petty  arrived  in  London  on  the  17th  of 
April.  On  the  19th  he  took  his  seat.  On  the  21st 
he  made  his  defense.  He  complained  that  his  ser- 
vices had  never  been  paid.  In  the  conduct  of  the 
survey  he  had  kept  strictly  within  the  conditions  of 
his  contract,  and  claimed  government  permission  for 
dealing  in  debentures.  The  attacks  against  him  he 
ascribed  to  personal  jealousy.  His  responsibility  as 
land  commissioner  was  shared  by  three  others.  As 
Clerk  of  the  Council  his  conduct  had  met  with  the 
approval  of  his  superiors.  He  now  wished  a  speedy 
trial.  Sankey  made  a  rather  rambling  reply,  in 
which  he  mentioned  by  name  several  persons  from 
whom  Petty  had  received  bribes,  and  concluded  by 
charging  him  with  retaining  in  his  possession  all  the 
original  records  of  the  survey. 

A  stop  was  put  to  further  proceedings  by  the  dis- 
solution of  Parliament  on  the  following  day.  Petty 
was  disappointed  by  seeing  the  prospect  of  a  trial 
more  remote  than  ever.  Sankey  continued  to  threaten 
him  with  bringing  the  case  before  the  Protector  and 
the  Council  of  State.  When  nothing  was  done  in 
the  matter,  Petty  requested  Sankey  to  submit  the 
charges  to  Fleetwood  for  arbitration. 

Fleetwood  excused  himself  from  acting  on  the 
plea  of  the  unsettled  state  of  public  affairs.  Henry 
Cromwell,  w^ho  had  hitherto  exerted  himself  in 
Petty' s  favor,  wrote  as  follows  in  a  letter  of  April 
11,  1659,  to  Thurloe:^  '-'If  Sir  Hierom  Sankey  doe 
not  run  him  (Petty)  down  with  numbers  and  noise 
of  adventurers  and  such  other  like  concerned  per- 
sons, I  believe  the  Parliament  will  finde  him  as  I 
have  represented  him.  He  has  curiously  deluded 
iCf.  Thurloe.  vii,  051,  also  684. 


403]  lUusf rations  and  Notes  on  Pettifs  Life.  33 

mee  these  four  years  if  he  be  a  knave 

Petty  is  not  the  only  marke  aimed  at."  Despair- 
ing of  a  trial,  Petty  returned  to  Ireland  on  the 
12th  of  May.  The  fall  of  the  Protector,  Richard, 
at  the  end  of  the  month,  placed  his  brother's  power 
in  Ireland  in  a  precarious  position.  It  was  impossi- 
ble to  retain  Petty  in  official  relations  with  him  any 
longer.  Deprived  of  all  his  offices.  Petty  returned 
to  England  in  June,  bringing  the  following  letter  of 
recommendation  :  "  The  bearer.  Dr.  Petty,  has  been 
my  Secretary  and  Clerk  of  the  Council,  and  is  one 
whom  I  have  known  to  be  an  honest  and  ingenious 
man.  Great  endeavours  have  been  made  to  beget 
prejudice  against  him."^  Sankey  had  now  risen  into 
a  position  of  much  importance  as  a  member  of  the 
army  faction  who  were  now  governing  the  country. 
In  July  the  subject  was  revived  in  the  Rump  Parlia- 
ment, and  Petty  was  kept  under  surveillance  to  await 
his  trial.  The  case  was  suddenly  referred  to  the 
Commissioners  for  Ireland,  and  nothing  more  w^as 
heard  of  it. 

In  the  autumn  of  this  year  Petty  joined  the  politi- 
club  known  as  the  --Rota,"  an  organization  formed 
by  Harrington  to  discuss  and  advocate  the  well- 
known  political  theories  of  that  philosopher.  No 
practical  result  attended  its  deliberations,  but  as  it 
became  the  rendezvous  of  many  clever  people,  its 
discussions  were  the  talk  of  the  town.- 

^Mss.  Letter  indexed  in  Catalogue  of  Collection  of  English  Let- 
ters, Brit.  Mus. 

2Pepys'  Diary  (vol.  i,  p.  7),  10  January,  mi.  "To  the  coffee 
house  [Miles's]  where  were  a  great  confluence  of  gentlemen,  viz.: 
Mr.  Harrington,  Poultny,  chairman.  Gold,  Dr.  Petty,  etc.,  where 
admirable  discourse  till  nine  at  night." 

A.  Wood,  "  Athenae  Oxonienses",  iii,  p.  11.  "In  1G59,  in  the 
beginning  of  Michaelmas  term,  they  (Harrington  and  his  disciples) 
3 
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The  odium  attached  to  Petty' s  Irish  career  still 
pursued  him,  for  we  find  himi  now  appealing  to  the 
public  for  the  first  time  in  a  defence,  contained  in  a 
broadside  of  four  pages,  entitled  a  "Brief  of  Pro- 
ceedings between  Sir  H.  Sankey  and  Dr.  Petty." 
This  pamphlet  contains  a  review  of  the  charges 
brought  already  to  the  notice  of  Parliament  with 
Petty's  replies.  Then  comes  a  list  of  the  charges 
which  had  been  brought  before  the  Irish  Commis- 
sioners. Petty  points  out  with  great  satisfaction  the 
discrepancies  in  the  two  lists.  Many  of  the  earlier 
charges  of  fraud  and  bribery  had  been  dropped,  and 
in  their  place  less  serious  accusations  substituted. 
In  the  following  year  he  published  a  more  complete 
vindication  under  the  title  "  Reflections  upon  some 
persons  and  things  in  Ireland."  Aji  interesting  fea- 
ture of  this  work  is  a  prefatory  letter  signed  J.  H. 
I  have  not  been  able  from  these  initials  to  identify 
the  writer.  He  was  an  old  friend  of  Petty.  Their 
acquaintance  had  begun  during  Petty's  stay  in  Paris. 
Like  other  friends  of  his  youth  he  had  seen,  he  tells 
us,  with  surprise  and  regret,  the  course  of  Petty's 
career  in  Ireland.  Those  who  had  formerly  looked 
upon  him  as  an  ardent  devotee  of  science  had  lamented 
his  defection  from  their  ranks,  and  begged  for  an 
explanation.  Petty  in  his  reply  refutes  the  charge 
of  neglecting  his  earlier  and  more  honorable  pur- 
suits, by  the  rather  ingenuous  assertion  that  he  had 
undertaken  the  "  Survey  "  in  order  to  demonstrate 
to  the  public  the  utility  of  a  scientific  training.  The 
most  interesting  part  of  the  work  is  the  conclusion, 
which  throws  much  light  on  the  whole  transaction. 

had  every  night  a  meeting  at  the  then  Turk's  Head,  called  Miles' 
Coffee  House. 

"  Dr.  William  Petty  was  a  rotaman,  and  would  sometimes  trouble 
Harrington  in  his  club."     Ibid.  p.  19. 
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In  1659  lie  had  not  dared  to  say  the  whole  truth  for 
fear  of  offending  those  in  power.  Now  he  is  not 
afraid  of  the  consequence  of  free  speech.  He  ex- 
plains his  unpopularity  by  the  conspicuous  position 
he  had  held  under  Henry  Cromwell's  Government. 
The  fanatical  Anabaptists,  Petty  declares,  hated 
Cromw^elFs  policy,  but  hesitated  to  openly  oppose  a 
son  of  the  Lord  Protector.  They  then  determined  to 
ruin  Petty" s  reputation  in  order  to  discredit  the  Gov- 
ernment under  which  he  served,  singling  him  out  for 
attack,  because  he  had  made  himself  obnoxious  by 
his  watchfulness  in  circumventing  their  intrigues. 
"  Sectaries,"  he  says,  "  are  always  of  perverse  mind 
and  jealous."  Besides,  there  were  especial  reasons 
for  the  extreme  bitterness  against  him.  Sankey,  his 
opponent,  had  the  ambition  to  cut  a  great  figure. 
The  under-surveyors  were  discontented.  The  per- 
sonal collection  of  the  debt  owed  to  him  by  the  army 
had  contributed  to  his  unpopularity.  In  the  work  of 
allotting  the  confiscated  land  his  fellow  commis- 
sioners were  inactive  and  desired  to  shift  to  his 
shoulders  the  responsibility  for  any  mistakes.  By 
refusing  to  associate  himself  with  any  faction,  or  to 
take  any  part  in  religious  controversies,  he  had  had 
no  chance  to  secure  personal  supporters.  He  had  a 
ready  tongue,  he  confessed,  and  was  fond  of  a  jest. 
The  exercise  of  these  dangerous  gifts  had  cost  him 
dear.  His  indifference  in  Church  matters  had  made 
him  obnoxious  to  all  parties.  By  some  he  was  called 
a  Papist,  by  others  an  Atheist. 


'^Story  of  this  duel  is  repeated  by  Evelyn,  vol.  ii, 
p.  96,  who  by  mistake  names  Sir  Aleyn  Brodrick  as 
Petty's  antagonist. 
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"This  faculty  of  imitation  also  noticed  by  Evelyn, 
vol.  ii,  p.  96. 


^^Evelyn,  ii,  p.  97.  *'  He  could  never  get  favour  at 
Court,  because  he  outwitted  all  the  projectors  that 
came  near  him," 


^'■'This  double-keeled  boat  is  referred  to  several 
times  in  Pepys'  "Diary,"  pp.  31,  87,  89,  193,  210; 
also  in  Evelyn's  "Diary,"  i,  358,  378-387  ;  ii,  95. 

^'Pepys'  "Diary,"  vol.  ii,  89.  Petty  had  a  small 
opinion  of  the  "  Religio  Medici"  and  the  "  Hudi- 
bras."  He  could  hardly  be  expected  to  sympathize 
with  either  work.  In  his  manuscript  directions  to 
his  sons  he  advises  them  to  read  Aristotle's  "Rheto- 
ric," Hobbes's  "  De  Give,"  Justinian,  and  the  Com- 
mon Law.  In  a  letter  to  Boyle^  he  discourages 
reading. 

i*The  following  account  of  the  latter  part  of  Potty's 
life  may  supplement  the  scanty  information  given  by 
Aubrey.  Potty's  interests  in  his  earlier  pursuits  re- 
vived with  his  retirement  from  public  life.  Hartlib 
hoped  that  he  would  make  some  practical  use  of  his 
"Tractate  on  Education."  He  had  talked  of  spend- 
ing a  part  of  his  fortune  in  carrying  out  his  educa- 
tional schemes.-  At  least  there  was  now  an  oppor- 
tunity for  again  taking  up  the  neglected  "  History 
of  Trade."     The  meetings  of  the  Philosophical  Club, 

1  Works,  vi,  138. 

^  Cf .  Evelyn's  "Correspondence,"  iii,  131. 
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interrupted  for  some  time  during  the  unsettled  state 
of  public  affairs,  were  resumed.  It  was  resolved  to 
give  the  organization  a  more  permanent  and  a  more 
serious  character.  Petty  was  one  of  the  promoters 
of  the  change  which  transformed  the  '•'  Philosophical 
Club"  into  the  Royal  Society.  He  was  one  of  the 
original  Fellows,  and  was  placed  on  the  Council.^ 
In  1661,  April  11,  he  was  knighted  and  was  sent  by 
Charles  II  to  Ireland  as  Surveyor-General.-  In  the 
Irish  Parliament,  which  met  early  in  the  summer,  he 
sat  as  member  for  Enniscorthy.  In  August  he  was 
sent  to  England  as  one  of  the  commissioners  from 
that  Parliament  to  watch  over  the  interests  of  the 
English  landowners.  The  Act  of  Settlement  of  Sep- 
tember, 1662,  with  the  Explanatory  Act  of  the  fol- 
lowing year,  were  favorable  to  Petty  and  the  interests 
that  he  represented. 

To  keep  possession  of  his  property  he  was  obliged 
to  engage  in  continual  lawsuits,  and  his  name 
appears  frequently  in  petitions  to  the  King  to 
recognize  his  claims,^  He  did  not  scruple  to  use 
questionable  means  to  defend  the  integrity  of  his 
estate.  After  winning  a  suit  against  the  Duke  of 
Ormond  he  boasted  that  he  had  employed  witnesses, 
who,  to  use  his  characteristic  expression,  would 
swear  through  a  six-inch  board. ^ 

Knowing  the  policy  of  the  English  Government 
towards   Ireland,   we  are   hardly   surprised   at    find- 

1  His  return  to  a  scientific  life — to  the  unprofitable  pursuit  of  a 
Virtuoso — was  of  short  duration.  As  Hartlib  pointedly  expresses 
it,  "  He  had  other  fish  to  fry." 

-  Cf.  A.  Wood,  op.  cit.,  and  Worthington's  "  Diary,"  anno  1661. 

3  Carte  papers  in  Bodleian  Library. 

*  Carte's  "Ormond,"  cited  by  Lecky,  "History  of  England," 
ii,  p.  194. 
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ing  Petty  appointed  one  of  the  commissioners,  who 
sat  as  a  Court  of  Claims  to  settle  the  Irish  land 
question.  In  1600  he  appeared  personally  with  other 
prominent  Irishmen  hefore  the  English  Parliament 
to  protest  against  the  Bill  which  prohibited  the 
export  of  Irish  cattle  into  England.^  In  1079  he  was 
again  a  member  of  the  Irish  Parliament,  and  took 
an  active  part  in  opposing  the  contract  which  the 
Government  had  made  with  the  revenue  farmers. 
In  the  later  years  of  his  life  he  became  a  member  of 
the  Irish  Council  of  Trade.  As  an  Irish  landlord  he 
devoted  himself  to  the  industrial  development  of  the 
country.  An  account  of  his  Colony  of  Kenmare  is 
given  by  Lord  Macaulay.-  Much  of  the  later  portion 
of  his  life  he  passed  in  England.  The  intervals  of 
his  absence  from  London  are  indicated  in  the  ■•  Trans- 
actions of  the  Royal  Society."  From  1661-1671  his 
name  does  not  appear.  A  shorter  period  of  absence  is 
marked  from  1675-1678,  and  again  during  the  years 
1680  and  1681,  For  several  years  he  remained  on 
the  Council  of  the  Society.  In  1674  he  became  its 
vice-president.  In  Dublin  he  founded  the  Irish  Hoyal 
Society,  and  became  its  first  president  in  1684.  In 
the  year  1677  he  began  to  complain  of  ill  health. 
This  and  the  worries  of  constant  litigation  weighed 
heavily  upon  him.  In  a  manuscript  letter  to  Aubrey 
he  uses  the  following  language:  "  I  begin  to  be  afraid 
of  living  in  a  place  where  we  have  ten  exasperated 
enemies  for  one  friend,  and  where  I  am  obliged  to 
spend  my  whole  time  upon  what  I  hate."  The  fail- 
ure of  his  naval  experiments  he  took  greatly  to  heart, 
and  he  complained  bitterly  of  the  ridicule  their  want 

1  Carte's  "Ormond,"  iv,  243. 

2Cf.  "History  of  England,"  ch.  12. 
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of  success  had  brought  upon  him.  In  anotlier  letter 
he  says:  "  My  anxieties  are  heartbreaking.  My  ser- 
vices in  Ireland  have  never  been  recognized  or  re- 
warded. Some  accuse  me  of  madness:  others  call 
me  fanciful."  Invited  by  a  friend  to  embark  in  a 
commercial  enterprise  for  colonizing  Tobago,  he 
refused,  because  he  feared  that  those  in  power  might 
accuse  him  of  being  a  malcontent.  He  strongly 
resented  the  criticism  excited  by  his  works.  It  was 
a  matter  of  much  annoyance  to  him  that  some  of  his 
writings  were  printed  against  his  wish,  and  others 
he  was  not  allowed  to  publish  by  those  in  authority. 

'^  Petty  is  characterized  by  Pepys  and  Evelyn  in 
the  following  way  : 

Pepys'  "Diary,"  vol.  ii,  88.  "William  Petty,  who 
in  discourse  is,  methinks,  one  of  the  most  rational 
men  that  ever  I  heard  speak  with  a  tongue." 

Evelyn,  ii,  p.  96.  "  There  is  not  a  better  Latin  poet 
living  when  he  gives  himself  that  diversion;  nor  is 
his  excellence  less  in  council  and  prudent  matters  of 
state;  but  he  is  so  exceeding  nice  in  sifting  and  ex- 
amining all  possible  contingencies,  that  he  adventures 
at  nothing  which  is  not  demonstration.  There  was 
not  in  the  whole  world  his  equal  for  a  superintendent 
of  manufacture,  and  improvement  of  trade,  or  to 
govern  a  plantation.  If  I  were  a  Prince,  I  should 
make  him  my  second  Counsellor  at  least.  There  is 
nothing  difficult  to  him." 

-"A  story  current  in  Potty's  family  and  communi- 
cated to  Ward,  the  author  of  the  "Lives  of  the 
Gresham  Professors,"  is  preserved   in    some    manu- 
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script  notes  made  by  Ward  now  in  the  British 
Museum.  Petty,  according  to  this  tradition,  was 
serving  on  a  small  merchant  vessel,  plying  between 
ports  on  the  Channel.  The  master  of  the  vessel 
broke  the  lad's  arm,  while  administering  a  flogging. 
He  was  put  ashore  on  the  coast  of  Normandy,  was 
kindly  given  shelter  in  a  monastery,  and  was  there 
educated  by  the  monks.  Aubrey's  story  is  partly 
corroborative  of  the  family  tradition. 


CHAPTER  III. 

THE  TRACTATE  ON  EDUCATION  AND  THE 
BILLS  OF  MORTALITY. 

In  the  ''Tractate  on  Education"  it  is^nteresting 
to  trace  the  main  lines  of  thought  which  are  found 
more  clearly  defined  in  all  of  Petty 's  subsequent 
contributions  to  literature.  It  is  a  youthful  perform- 
ance, and  a  good  deal  of  space  is  devoted  to  details 
of  a  model  institution  of  learning,  which  was  never 
to  see  the  light.  The  cast  of  mind  which  prompted 
the  plan  was  permanent,  and  in  it  are  to  be  found 
both  the  strength  and  the  weakness  of  Petty' s 
character. 

The  tract  opens  with  a  complaint  of  the  anarchy 
prevalent  in  the  world  of  learning.  Each  one  is 
laboring  for  himself.  No  one  knows  either  what 
others  are  doing,  or  what  is  in  itself  worth  being 
done.  How  are  we  to  find  out  such  arts  as  are  yet 
undiscovered  ?     How  are  we  to  learn  what  is  already 
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known  by  more  compendious  ways  ?  He  answers 
these  questions  by  recommending  that  all  works  de- 
scribing mechanical  inventions  should  be  collected. 
Of  these  an  abstract  should  be  made.  This  abstract 
would  give  a  picture  of  the  present  state  of  science. 
In  order  to  make  more  rapid  advance  in  the  future 
there  must  be  a  general  training  for  children,  in  what 
he  calls  "  Ergastula  Litteraria,"'  In  these  literary 
work-houses  a  child  would  not  only  learn  reading  and 
writing.  He  should  be  taught  to  do  something  towards 
supporting  himself.  Education  should  begin  by  train- 
ing the  powers  of  observation  and  strengthening  the 
memory,  by  directing  both  to  the  objects  of  sense. 
Drawing  and  design  are  indispensable.  Of  studies, 
arithmetic  and  geometrj^  alone  are  absolutely  neces- 
sary. Foreign  languages  can  be  readily  dispensed 
with.  If  they  are  to  be  learned,  they  might  be  taught 
by  methods  more  satisfactory  and  less  v^asteful  of 
time.  The  invention  of  a  system  of  real  characters 
would  do  away  with  the  necessity  of  linguistic  study. 
Even  reading  and  writing  could  be  taught  by  im- 
proved methods.  In  this  way  more  time  might  be 
spared  for  mechanical  training.  So  much  for  ele- 
mentary instruction.  In  the  place  of  a  university 
he  recommends  a  college  of  tradesmen.  Here  able 
mechanics  were  to  reside,  rent  free.  Their  labors 
and  experiments  would  be  of  inestimable  value. 
They  would  furnish  the  material  for  a  real  interpre- 
tation of  nature.  As  subordinate  parts  of  this  col- 
lege, he  proposes  a  Noscomium  Academicum,  a 
Theatrum  Botanicum,  a  Menagerie,  an  Observatory. 
All  of  these  were  to  keep  a  practical  end  in  view. 
The  advancement  of  the  arts  was  to  be  the  sole 
object.     To  make  this  point  clear,  considerable  space 
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is  occupied  with  a  list  naming  the  officers  in  these 
institutions,  with  a  minute  account  of  their  duties. 
As  the  chief  text-book  he  recommends  a  work  to  be 
entitled  ''Velleus  Aureum."  This  is  a  compilation 
giving  a  succinct  account  of  the  different  ways  of 
making  a  living,  with  especial  stress  on  approved 
methods  of  becoming  rich.  An  essential  part  of  this 
work  must  be  a  carefully  prepared  history  of  trade. 
The  great  advantage  of  this  educational  scheme  will 
be  to  instil  in  every  one  an  "auri  sacra  fames,"  to 
the  great  advantage  of  the  State,  for  all  countries 
where  trade  and  commerce  flourish  are  rich.  If  such 
a  reform  could  be  carried  out,  "there  would  not  be 
then  so  many  fustian  and  unworthy  preachers  in 
divinity,  so  many  pettifoggers  in  the  law,  so  many 
quacksalvers  in  physick,  so  many  grammati casters 
in  country  schools,  and  so  many  lazy  serving  men  in 
gentlemen's  houses." 


The' authorship  of  the  "Bills  of  Mortality"  is  dis- 
cussed by  McCulloch  in  his  "  Literature  of  Political 
Economy,"  p.  271.  There  did  not  seem  to  him  to  be 
any  good  reason  for  assigning  the  authorship  of  the 
book  to  Petty.  With  this  conclusion  others,  such  as 
Roscher  in  his  well-known  essay,  John  in  his  "His- 
tory of  Statistics,"  and  Dr.  Cunningham,  have  co- 
incided. Professor  De  Morgan  in  the  "  Budget  of 
Paradoxes,"  pp.  68-69,  adopts  the  same  attitude,  and 
in  a  controversy  carried  on  with  Mr.  Hodge  in  the 
pages  of  the  Assurance  Magazine  he  virtually 
follows  the  lead  of  McCulloch. 

Briefly  stated,  the  arguments  against  assigning 
the  book  to  Petty   are   as   follows:     In   his   acknow- 
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ledged  works  he  refers  to  Graunt's  book  as  Graiint's 
and  not  as  his  own.     Petty  in  1000  was  too  much 
occupied  to  write  a  book  demanding  such  an  amount 
of  original  investigation.     There  is  no  reason  given 
for  an  unwillingness  to  acknowledge  the  authorship 
on  Petty's  part.     The  •'  Bills  of  Mortality"  contained 
nothing  offensive.    On  the  other  hand,  the  popularity 
and   novelty  of  the  book  Avould  certainly  have   in- 
duced Petty  to  claim  it  as  his  own,  if  he  had  really 
been  the  author.     Moreover,  between  Petty's  works 
and  the  ''Bills  of  Mortality"    there  is  considerable 
difference    of    style,   language,  opinion,    and    know- 
ledge.    The   witness   of    contemporary  testimony  is 
not   decisive.     The   fifth   edition   of    the  work,   pub- 
lished  in    1670.  was  edited   by  Petty.     His  contem- 
poraries might  accordingly  ascribe  the  book  to  him. 
This  view,  however  plausibly  stated,  hardly  seems 
to  give  adequate  weight  to  contemporary  testimony. 
How  are  we  to  reject    the    following    statement    of 
Evelyn:^     "He   (Petty)   is   author  of    the    ingenious 
deductions    from    the   bills    of    mortality,    which   go 
under  the  name  of  Mr.  Graunt." 

John  Aubrey,  whose  friendship  with  Petty  was 
closer  than  Evelyn's,  and  who  had  even  a  better 
opportunity  than  Evelyn  for  discovering  the  real 
author,  tells  us  that  the  "Bills"  was  due  to  him.- 
We  are  not  able  to  assign  a  reason  for  Petty' s 
wish  to  conceal  his  authorship  under  the  name 
of  a  friend,  but  we  do  know  that  several  of  his 
works  were  published  anonymously  during  his  life- 
time. The  following  letter  to  Aubrey  of  the  29th  of 
May,  1678,  may  throw  some  light  on  this  matter. 
"As  for  the  reprinting  the  book  of  taxes,  I  will  not 

^  Evelyn's  "  Diary,"  ii,  97. 

-Aubrey,  "Letters  and  Lives  of  Eminent  Persons,"  p.  488. 


44  Sir   William  Petty.  [414 

meddle  with  it  :  I  never  had  thanks  for  any  public 
good  I  ever  did.  I  am  not  forward  to  printing  the 
Political  Arithmetic,  but  do  wish  that  what  goeth 
abroad  were  compared  with  the  copy  in  Sir  R. 
Southwell's  hands,  which  I  corrected  in  1679."  ^  The 
treatise  on  taxes  to  which  he  here  refers  was  printed 
in  1662  anonymously,  Pett3^'s  name  does  not  appear 
on  the  title  page  until  1690.  It  is  difficult  to  dis- 
cover any  great  diversity  in  style,  language,  or  in 
any  other  point  between  the  "Bills"  and  Petty's 
authentic  writings.  Fortunately  there  is  an  effective 
way  of  testing  this  question.  The  first  edition  of 
the  "Bills  of  Mortality"  bears  the  date  1661.  It 
was,  however,  probably  published  in  \ll\.  The  fol- 
lowing passage  from  Pepys'  "Diary,"  24th  March, 
1662,  throws  some  light  on  the  date  of  its  publica- 
tion: "To  Westminster  Hall,  and  there  bought  Mr. 
Grant's  book  of  observations  upon  the  weekly  bills 
of  mortality."  The  "  Treatise  on  Taxes  "  appeared 
in  1662.  The  two  works  were  nearly  coincident. 
The  following  parallel  passages  show  a  conspicuous 
similarity.  The  pages  are  quoted  from  the  first 
editions  of  each  book  : 

"Bills."  page  57.  I  "Taxes."  page  6. 

"We  incline,    therefore,   to  "  One  cause  of  publick  charge 

think  the  parishes  shoukl  be  |  in  mutters  of  religion  is  the  not 
equal  or   near,  because  in  the      j      leaving  changed   the  limits  of 

reformed   religion   the  princi-      i      parishes  and  cures 

pal  use  of  a  church  is  to  preach  j  For  now  when  the  ministers  of 
in"  the  gospel  preach  unto  multi- 

Page  19.  tudes  assembled  in  one  place, 

"I  make  this  question,  may  not  parishes  be  bigger?" 

whether,  since  they  do  all  live  Page  12. 


by    begging     ...     it  were 
not  better  for  the  state  to  keep 


"In  the  next  place,  it  will 
be  asked,  who  shall  pay  these 


them."  '      men?     I  answer,  everybody." 

^  Egerton  manuscript.  22.'')1. 


415]    Tractate  on  Education  and  the  Bills  of  Mortality.       45 


Page  55. 
"  The  general  observation  is 
that  the  city  of  London  moves 
westward.  "Where  the  con- 
sumption of  commodity  is, 
viz.:  among  the  gentry,  the 
vendors  of  the  same  must  seat 
themselves." 

Page  72. 

"It  were  good  to  know  the 
geometrical  content,  figure  and 
situation  of  all  the  lands  of  a 
kingdom,  especially  according 
to  its  most  natural  bounds.  It 
were  good  to  know  how  much 
hay  an  acre  of  every  sort  will 
bear ;  how  many  cattle  the 
same  weight  of  each  sort  of 
hay  will  feed  and  fatten; 
what  quantitj^  of  grain  and 
other  commodities  the  same 
acre  will  bear  in  one,  three  or 
seven  years ;  unto  what  use 
each  soil  is  i)roper;  all  which 
particulars  I  call  intrinsic 
value,  for  there  is  also  another 
value  merely  accidental  or  ex- 
trinsic." 

Page  51. 

"  Now,  forasmuch  as  princes 
are  not  only  powerful  but  rich, 
according  to  a  numl)er  of 
people  (hands  being  the  Father 
as  lands  are  the  Mother  or 
Womb  of  Wealth),  it  is  no 
wonder  why  states  by  encour- 
aging marriage,  advance  their 
own  interests." 


Page  23. 
"If  great  cities  are  natur- 
ally apt  to  remove  their  seat.'*, 
I  ask,  which  way?  I  say,  in  the 
case  of  London  it  must  be  west- 
ward  If   it  follow 

from  hence  that  the  palaces  of 
the  greatest  men  will  remove 
westward,  it  will  also  naturally 
follow  that  the  dwellings  of 
others  who  depend  upon  them 
will  creep  after  them." 

Page  31. 

"I  jtropound  a  survey  of  the 
figures,  quantities  and  -situa- 
tion of  all  lands,  both  accord- 
ing to  the  civil  bounds  .  .  .  . 
and  natural  distinctions.  .  .  . 
If  there  be  ten  acres  of  land  I 
would  have  it  judged  whether 
they  be  better  for  hay  or  corn. 
.  .  .  .  This  former  I  call  an 
inquisition  into  the  intrinsic 
values  of  land,  this  latter  of 
extrinsic  or  accidental  fol- 
lows." 

Page  49. 

"Here  we  are  to  remember 
that  in  consequence  of  our  opin- 
ion that  labor  is  the  Father 
and  active  principle  of  wealth, 
as  lands  are  the  Mother,  that 
the  state  by  killing,  mutilating, 
or  imprisoning  their  members 
do  withal  punish  themselves." 


Passages  equally  striking  might  be  added  to  these. 
Apart  from  such  a  minute  examination  of  the 
"Bills,"  there  are  the  following  additional  points 
which  would  lead  us  to  the  same  conclusion.     The 
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most  noticeable  thing  in  the  first  few  pages  of  the 
'•Bills."  is  the  amount  of  space  devoted  to  a  descrip- 
tion of  different  diseases.  The}'  are  described  with 
a  familiarity  and  precisipn  which  only  a  physician 
could  be  expected  to  have.  There  are  references  to 
Ireland  derived  apparently  from  personal  observa- 
tion. Hampshire.  Petty's  native  county,  is  the  only 
English  county  mentioned.  There  are  proposals  for 
poor  law  reform  identical  with  those  found  in  Petty's 
works.  The  remark  that  gold  would  take  the  place 
of  silver,  if  the  art  of  making  it  were  known,  accords 
with  Petty's  view.  There  is  the  same  suspicion  of 
the  benefits  of  charity,  the  same  contempt  expressed 
for  theological  speculation,  that  we  find  elsewhere. 

It  might  be  necessary  to  apologize  for  devoting  so 
much  space  to  the  question  of  the  authorship  of  a 
small  book  of  about  one  hundred  pages,  published 
over  two  centuries  ago,  if  its  unique  character  had 
not  met  with  uniform  recognition  by  all  who  have 
interested  themselves  in  the  history  of  the  science  of 
statistics.  It  is  agreed  on  all  sides  that  this  small 
book  Avas  the  first  step  made  in  marking  out  the  pro- 
vince of  a  new  science,  and  the  first  attempt  to  collect 
the  preliminary  data  for  its  construction.  The  pre- 
faces to  the  book  contain  a  characteristic  defense  of 
his  undertaking.  It  had  occurred  to  him,  he  saj's,  that 
some  good  use  might  be  made  of  the  weekly  ••Bills 
of  Mortality."  Ordinarily  they  furnished  a  topic  for 
idle  conversation.  Now  that  he  has  reduced  the 
information  scattered  in  them  to  a  tabulated  form,  he 
believes  they  will  be  found  to  contain  valuable  in- 
formation. Such  speculations  as  they  give  rise  to 
should  be  a  concern  to  all  who  are  interested  in  giving 
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a  more  intelligent  direction  to  the  policy  of  the  state. 
Deductions  such  as  he  offers,  have,  hesides,  a  further 
advantage,  in  the  fact  that  the  errors  of  which  he 
may  be  guilty  can  be  corrected  by  the  material  pre- 
sented. The  book  opens  with  an  account  of  the  his- 
tory' of  the  Bills  of  Mortalit}^  from  1592  to  his  own 
day  with  the  successive  changes  in  their  form.  The 
information  they  contained  in  1001  was  as  fol- 
lows: Number  of  deaths  by  parishes,  the  sex,  cause 
of  death,  and  a  list  of  christenings.  The  form  in 
which  this  information  is  presented  is  subjected  to 
an  acute  examination.  The  accuracy  of  the  Bills  is 
accepted  on  the  ground  that  their  contents  are  mere 
"matter  of  sense,"'  not  demanding  any  cultivated 
powers  of  observation,  except  in  the  list  of  diseases 
and  casualties.  Here  it  is  enough  if  we  know  pre- 
dominant symptoms.  Scientific  accuracy  cannot  be 
looked  for.  The  list  of  diseases  has  sixty-four  differ- 
ent items.  On  looking  over  these  some  are  notably 
diseases  of  children.  Apparently,  then,  one-third 
of  all  the  deaths  are  due  to  such  diseases.  Thirty- 
six  per  cent,  of  those  born  die  before  the  sixth  year. 
From  the  number  who  die  by  epidemics  we  get  a 
measure  of  the  climate  and  air  from  year  to  year. 
In  the  same  way  the  number  of  chronic  diseases 
gives  us  an  indication  of  general  healthiness.  Lon- 
gevity is  shown  by  the  number  of  deaths  ascribed  to 
old  age.  The  second  chapter  ends  with  the  state- 
ment that  some  diseases  and  some  casualties  bear  a 
constant  ratio  to  the  whole  number  of  deaths. 
Observing  that  few  deaths  are  due  to  starvation,  it 
seems  a  proof  of  the  plentifulness  of  food.  Beggars 
generally  look  healthy  and  strong.  It  would  be  best 
that  they  should  be  maintained  at  the  expense  of  the 
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state  by  taxation,  as  is  done  in  Holland.  They  should 
be  taught  some  trade.  Their  value,  from  this  point 
of  view,  without  such  training  is  small,  for  unskilled 
labor  is  in  reality  dearer  than  skilled  labor.  The 
small  number  of  murders  occurring  in  London  com- 
pared with  Paris,  he  accounts  for  by  the  free  char- 
acter of  the  English  constitution,  London  being 
guarded  by  free  citizens.  About  twenty-six  pages 
are  given  up  to  an  investigation  of  the  plague,  and 
the  history  and  characteristics  of  other  maladies.  In 
chapter  vii,  after  making  due  allowance  for  the  in- 
accuracy of  the  lists  of  christenings,  he  reaches  the 
conclusion  that  in  London  the  death  rate  is  higher 
than  the  birth  rate.  On  the  other  hand,  it  is  certain 
that  the  number  of  buildings  in  London  has  increased, 
and  many  houses  have  been  changed  into  tenements. 
The  deficiency  must  have  been  made  up  by  immigra- 
tion from  the  country.  Many  provincial  towns  have 
notably  decreased  in  population.  But  the  country 
bills  always  show  an  excess  of  christenings  over 
burials.  What  is  the  proportion  between  London 
and  the  rest  of  the  country  in  population  ?  By  a 
very  rough  computation  based  on  the  number  of  peo- 
ple to  a  square  mile  in  a  typical  market  town, 
multiplied  by  the  whole  number  of  square  miles,  he 
finds  the  population  to  be  6,400,000  for  England  and 
Wales.  London  is  about  one-fourteenth  of  this, 
because  it  bears  about  that  proportion  of  the  whole 
taxation.  Then  follows  an  attempt  to  account  for 
the  excessive  mortality  in  London.  In  chapter  viii 
he  notices  that  there  are  more  males  born  than 
females.  He  remarks  that  this  fact  is  borne  out  by 
all  the  lists  that  he  has  seen,  and  wonders  if  it  holds 
good  for  other  countries.     The  next  chapter  discusses 
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the  growth  of  London.  This  is  substantiated  by  the 
increase  in  deaths  in  healthful  years,  or  in  years  in 
which  there  was  no  plague.  The  town  is  gradually 
moving  westward.  The  King's  Court  is  at  West- 
minster. The  narrow  streets  of  the  city  are  not 
adapted  to  increased  traffic.  The  crowding  of  build- 
ings within  the  walls  has  caused  people  to  build  new 
ones  outside.  Chapter  ix  contains  his  favorite  argu- 
ment for  the  equalization  of  parishes.  It  would  be 
more  economical  and  would  offer  a  better  division 
for  poor  relief.  In  the  next  chapter  he  notices  the 
exaggerated  notions  of  the  size  of  London.  It  was 
believed  that  six  or  seven  million  souls  might  be  the 
true  number.  Only  one  in  four  hundred  w^ould  die 
yearly  if  this  were  so.  How  can  we  estimate  the 
population  exactly  ?  To  get  the  result  384,000,  which 
he  offers  as  the  true  number,  he  uses  three  different 
methods;  all  are  conjectural.  In  the  first  method, 
from  the  christening  list  is  deduced  the  number  of 
mothers,  and  from  these  the  number  of  families  ; 
finally,  by  allowing  eight  persons  in  each  family,  the 
total  population.  A  table  of  mortality  by  decades, 
constructed  by  guess-work,  is  fitly  followed  by  the 
astounding  statement  that  London  doubles  its  popu- 
lation in  eight  years.  In  chapter  xii,  Avith  informa- 
tion supplied  by  lists  from  a  country  parish,  he  re- 
affirms what  he  has  already  said  in  regard  to  the 
population  of  the  two  sexes,  giving  the  ratio  as  fif- 
teen females  to  sixteen  males.  Whatever  else  he 
finds  in  them  only  confirms  what  the  study  of  the 
London  Bills  has  lead  him  to  adopt.  He  brings  the 
work  to  a  close  by  again  insisting  on  the  usefulness 
of  such  inquiries.  Many  spend  their  time  uselessly 
in  trying  to  make  gold.  The  result  of  such  efforts, 
4 
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if  they  succeeded,  would  be  to  set  silver  in  the  place 
gold  now  occupies.  Every  one  should  try  to  do 
something-  new.  The  world  is  already  filled  with 
transcriptions  of  work  already  done.  An  ordinary 
trade  education  only  teaches  men  how  to  supplant 
one  another.  The  true  politics  is  how  to  preserve  the 
subject  in  peace  and  plenty.  The  foundation  of  this 
science  is  to  understand  each  country  according  to 
its  natural  divisions.  Both  trade  and  government 
might  be  made  certain  if  such  statistical  information 
as  the  "  Bills  "  contain  could  be  made  use  of  and 
its  application  extended.  If  such  facts  were  known 
it  would  appear  how  few  are  engaged  on  necessary 
labors,  how  many  do  nothing,  and  are  "mere  game- 
sters by  trade,"  how  many  live  by  puzzling  others 
with  "unintelligible  notions  in  divinity  and  philoso- 
phic," how  many  by  fighting,  how  many  by  trades 
of  pleasure  or  ornament,  how  few  "in  raising  and 
working  necessary  food,''  how  few  study  nature  and 
things.  A  clear  knowledge  of  all  these  matters  is, 
above  all  things,  "necessary  to  a  good,  certain  and 
easy  government." 

The  work  was  enlarged  in  1665  by  the  insertion  of 
two  new  country  bills;  by  some  remarks  on  the  Dub- 
lin bills:  by  actual  enumeration  of  certain  districts 
in  London;  by  observations  on  foreign  cities.  After 
Graunt's  death  in  1673,  the  fifth  edition  was  pub- 
lished by  Petty  in  1676,  with  two  or  three  pages  on 
the  bills  of  foreign  cities  added. 

Petty  continued  these  investigations  by  publishing 
in  1682  his  essay  on  the  growth  of  London.  Here 
he  limits  himself  to  ascertaining  solely  the  popula- 
tion of  London.  He  uses  the  mortality  tables — 
adopting   the    old   ratio    of    one   death    in    thirty — 
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and  corrects  the  result  by  coinpuring-  it  with  the 
number  obtained  by  multiplying  the  total  number  of 
houses  in  London  by  8.  From  these  figures  he  can 
compute  the  population  of  England,  for  London 
bears  the  eleventh  part  of  the  assessment  of  taxation. 
The  data  furnished  by  the  poll  money,  by  hearth 
money,  and  by  the  lists  communicants,  give  an  ap- 
proximately like  result. 

In  the  third  essay  on  political  arithmetic,  pub- 
lished in  1686,  we  have  Pettj'-'s  final  statement  on 
this  question.  He  says  there  are  three  methods  of 
reaching  the  number  of  people  in  London.  (1)  By 
houses  and  families.  (2)  By  the  number  of  burials. 
(B)  By  the  number  of  those  who  die  of  the  plague. 
In  the  first  case  he  finds  by  observation  that  in 
every  family  there  are  on  the  average  6i  persons.  In 
the  second  he  uses  his  ratio  of  1  :  30,  w^liich  he  has 
since  confirmed  by  further  observation.  In  the  third 
he  proves  by  the  decrease  in  the  christening  list 
that  the  plague  carried  off  one-fifth  of  the  population, 
allowance  being  made  for  those  w^ho   left  the    city. 

Petty  was  entirely  conscious  of  the  great  weakness 
in  all  these  computations.  They  were  conjectural, 
and  he  recognized  it.  He  disclaims  mathematical 
accuracy.  ''T  hope  no  man  takes  what  I  said  about 
the  living  and  dieing  of  men  for  mathematical 
deinonstration,"'  are  the  words  used  in  a  manuscript 
letter  to  Aubrey. 

At  the  conclusion  of  his  "Observations  upon  the 
Dublin  Bills"  he  makes  the  following  confession  of 
the  purely  tentative  character  of  his  deductions: 
"Without  the  knowledge  of  the  true  number  of  the 
people,  as  a  principle,  the  whole  scope  and  use  of  keep- 
ing bills  of  births  and  burials  is  impaired  ;  wherefore 
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by  laborious  conjectures  and  calculations  to  deduce 
the  number  of  people  from  the  births  and  burials, 
ma^'  be  ingenious,  but  very  preposterous."  The  way 
to  remedy  these  defects  in  statistical  material  he 
himself  pointed  out  by  offering  specimen  bills  which 
should  contain  the  information  he  lacked,  and  he 
proposed  plans  for  securing  more  exact  information. 

It  is  not  necessary  to  submit  Petty's  other  applica- 
tions of  mathematics  to  close  examination.  Among 
them  may  be  mentioned  his  estimates  of  the  total 
wealth  in  England,  of  the  amount  of  money  neces- 
sary to  drive  the  trade  of  England,  of  the  loss  sus- 
tained by  the  Irish  rebellion.  These  and  others  of 
like  character  are  of  no  great  scientific  value. 

A  much  more  interesting  matter  is  Pett3''s  own 
outline  of  what  the  science  of  statistics  should  prop- 
erly include.  He  is  by  no  means  satisfied  by  mere 
vital  statistics.  He  makes  a  strong  plea  for  the  col- 
lection by  the  State  of  exact  information  on  the  con- 
dition of  trade,  commerce  and  agriculture.  He  was, 
I  believe,  the  first  to  recommend  the  institution  of 
general  meteorological  observation.  As  far  as  pos- 
sible he  tried  to  remedy  the  insufficiency  of  his  own 
information.  Aubrey,  in  his  history  of  Wiltshire, 
records  that  at  Petty's  desire  he  had  collected  infor- 
mation on  the  following  heads:  Price  of  corn,  rent 
of  land,  taxation,  poor  rates,  number  of  lawyers, 
fairs  and  markets.^ 

^Cf.  "  Memoir  of  John  Aubrey,"  by  Britten,  p.  94. 
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CHAPTER  IV. 
LAND— LABOR— VALUE— RENT. 

[Note. — The  following  abstract  \vus  made  before  the  publica- 
tion of  Dr.  Cunningham's  second  edition  of  his  History  and  also 
before  I  had  seen  Ricca  Salerno's  essay  on  ''Idee  finanziarie  del 
Inghilterra"  in  the  Oiornale  degli  Economisti,  1884.  Pages  are 
quoted  from  collected  edition  of  Petty's  works,  Dublin,  17*30.] 

In  the  '"Treatise  on  taxes  and  contributions"  Petty 
says  that  labor  is  the  father  of  wealth,  and  land  the 
mother  (31).  This  expression  offers  us  a  convenient 
division.  We  will  first  of  all  gather  together  his 
statements  on  land  itself  as  a  factor  in  national 
wealth. 

The  destiny  of  a  country  is  decided  by  the  terri- 
tory which  it  occupies.  The  richness  of  the  soil 
enables  it  to  support  a  large  population;  to  use  his 
own  words.  "A  thousand  acres  that  can  feed  a 
thousand  souls  is  better  than  ten  thousand  acres  of 
no  more  effect"  (219).  In  a  limited  territory  all 
government  charges  are  smaller.  There  is  greater 
division  of  labor,  hence  greater  opportunity  for  ac- 
quiring wealth  (219).  Certain  countries  have  nat- 
ural advantages  in  manufactures  and  in  trade  (220). 
Holland  is  flat.  It  is  naturally  adapted  for  wind- 
mills (220).  The  fact,  too,  that  it  is  placed  at  the 
mouth  of  three  large  rivers  all  flowing  through  rich 
countries,  keeps  in  its  hands  the  lucrative  naviga- 
tion of  those  streams  (221).  Proximity  to  naviga- 
ble waters,  by  diminishing  the  cost  of  carriage,  gives 
one  country  an  advantage  over  another  not  so  placed. 
Again,  if  a  country  can  be  easily  defended  against 
foreign  enemies,  it  saves  on  this  head  much  expendi- 


54  Sir   WiUiafn  Petty.  [424 

ture  of  money  (218).  A  conspicuous  case  of  the 
fortune  of  a  city  being  determined  by  natural  loca- 
tion is  pointed  out  in  London  (27  and  28).  It  will 
always  be  the  greatest  city  in  England,  because  the 
Thames  is  the  most  commodious  river  in  the  island, 
and  because  London  is  placed  on  the  most  commo- 
dious part  of  the  Thames.  The  situation  of  Ireland 
proves  that  it  is  naturally  adapted  to  trade  with 
America,  for  in  the  southwestern  part  of  that  island 
the  most  commodious  ports  are  found  (354).  Petty 
believed  that  these  natural  differences  might  be  ex- 
pressed in  exact  language.  In  addition  to  compara- 
tive meteorological  observations,  he  proposed  that  the 
natural  advantages  of  different  soils  should  be  math- 
ematically estimated  by  agricultural  experiments 
(335). 

The  main  factor  in  the  creation  of  wealth  is  labor. 
Without  it  natural  advantages  are  insufficient,  and 
by  it  natural  disadvantages  can  be  overcome.  Ire- 
land, he  points  out,  has  many  natural  advantages. 
Why  is  it  such  an  undeveloped  country  ?  He  answers 
by  declaring  that  the  Irish  themselves  ''are  unpre- 
pared for  trade"  (354),  because  their  necessities  are 
few.  They  want  no  foreign  commodities  but  tobacco. 
Where  there  is  no  internal  trade,  there  is  no  incen- 
tive to  labor.  "Husbandmen,  seamen,  soldiers,  arti- 
zans  and  merchants  are  the  very  pillars  of  any  com- 
naonwealth  :  all  the  other  professions  do  rise  out  of 
the  infirmities  and  miscarriages  of  these"'  (223).  In 
these  different  forms  labor  has  not  the  same  value. 
More  is  to  be  gained  by  manufactures  than  by  hus- 
bandry, and  by  merchandise  than  by  manufactures 
(220). 
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111  the  liighest  place  in  tlie  scale  of  labor  is  the 
seaman.  "Every  seaman,"  he  says,  "is  not  only  a 
navigator,  but  a  merchant  and  also  a  soldier.''  The 
wage  of  a  husbandman  is  only  one-third  of  that  of 
a  seaman.  Holland  is  the  model  commonwealth, 
because  in  Holland  there  is  little  plowing  or  sowing 
of  corn  or  little  breeding  of  cattle.  They  have  rid 
their  hands  of  the  "old  patriarchal  trade  of  being 
cow-keepers"  (232).  As  the  trades  and  arts  increase 
so  the  trade  of  husbandry  will  decrease.  It  would  be 
advantageous,  if  the  husbandmen  of  England  would 
become  tradesmen  (233).  Cattle  and  corn  could  be 
imported  from  other  countries. 

We  see  from  these  views  that,  when  labor  is  said 
to  be  the  father  of  wealth,  we  must  understand  the 
expression  in  a  limited  sense.  Labor  can  be  em- 
ployed in  two  ways,  either  in  order  to  local  wealth 
or  to  universal  wealth.  Under  the  last,  he  under- 
stands shipping  and  merchandise,  to  which  he  gives 
the  preference.  Under  local  wealth  he  reckons  the 
building  of  houses,  planting  fruit  trees  and  timber 
land,  inclosing  common  land,  works  of  defense,  the 
building  of  work-houses,  construction  of  roads, 
making  rivers  navigable,  erection  of  factories  of 
various  kinds  (310).  The  ultimate  effect  of  labor 
applied  to  the  production  of  universal  wealth  is 
"abundance  of  silver,  gold  and  jewels,  which  are 
not  perishable  nor  so  mutable  as  other  commodi- 
ties, but  are  wealth  at  all  times  and  in  all  places." 
"The  labour  of  seamen  and  freight  of  ships  is 
always  of  the  nature  of  an  exported  commodity,  the 
overplus  whereof,  above  what  is  imported,  brings 
home  money"  (224). 
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Petty's  reason  for  assigning  these  advantages  to 
labor  applied  in  the  production  of  non-perishable 
goods  is  political.  He  believes  in  a  strong  govern- 
ment. He  wishes  to  strengthen  the  hands  of  Eng- 
land against  her  foreign  neighbors  and  set  her  above 
possible  attack.  In  the  short  tract  entitled  "Verbum 
Sapienti,"  he  answers  an  imaginary  objector,  who 
asks,  Is  this  untiring  industry  to  be  unending?  It 
is  to  continue,  he  says,  until  "we  have  certainly 
more  money  than  any  of  our  neighbour  states " 
(488).  This  principle  he  consistently  applies  to  all 
forms  of  activity.  He  asks.  Does  such  labor  "enrich 
the  kingdom?"  (486).  In  order  to  procure  money  for 
public  uses  people  must  either  work  harder  or  intro- 
duce labor-saving  processes.  The  great  misfortune 
of  Ireland  is,  as  we  have  seen,  the  simple  life  led  by 
the  natives.  They  need  so  few  goods.  It  would 
be  well  to  beget  in  them  a  taste  for  luxury  in  order 
to  make  thein  spend  and,  consequently,  earn  more. 
Splendor,  art,  and  industry  will  be  increased  "to  the 
great  enriching  of  the  commonwealth"  (356).  Hol- 
land— so  frequently  held  up  for  imitation — has  be- 
come what  it  is  by  its  large  share  in  foreign  trade 
(225). 

A  country  with  a  large  population  is  much  richer 
than  a  thinly-settled  country.  He  disapproves  of  the 
New  England  colonies,  because  human  labor  is 
wasted  there  (266).  He  is  fertile  in  devising  plans 
for  making  England  more  populous  ;  i.  e.,  increasing 
its  labor  power.  He  does  not  wish  to  see  Ireland 
sunk  under  the  sea.  He  did  not  want  to  destroy  its 
population,  but  he  was  most  earnest  in  proposing  the 
transplantation  of  all  the  native  Irish  into  England 
(253).     With  equal  consistency  he  proposed  to  depop- 
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ulate  Scotland  for  England's  benefit,  and  advised  the 
recall  of  the  colonists  from  America  (269). 

When  Petty  treats  of  the  advantages  which  result 
to  a  country  from  great  cities  we  find  how  far  he  car- 
ries his  arguments  in  favor  of  a  dense  population. 
Granting  that  London  be  seven  times  larger  than  it 
is,  would  it  be  more  difficult  to  provide  it  with  the 
necessaries  of  life  (118) ?  He  thinks  not.  Meat  and 
drink  can  easily  be  brought  from  a  circle  about  the 
city,  extending  not  more  than  thirty-five  miles  from 
its  limits.  Fuel  and  timber  can  be  as  readily  pro- 
vided as  at  present.  Such  a  city  can  be  defended  at 
a  smaller  cost  than  if  its  inhabitants  were  scattered. 
It  would  be  less  open  to  dangers  from  factions  and 
rebellions.  The  charges  of  administering  justice,  of 
maintaining  religion,  would  be  less.  The  cost  of  col- 
lecting taxes  would  be  diminished,  and  their  amount 
larger.  If  there  is  no  distinct  gain  in  foreign  com- 
merce there  would  be  certainly  no  loss.  The  gain 
by  manufactures  will  be  increased,  because  they  will 
be  greater  in  quantity,  and  better  in  workmanship. 
For,  he  says,  "each  manufacture  will  be  divided  into 
as  many  parts  as  possible  w^hereby  the  work  of  each 

artisan  will  be  simple  and  easy In  the 

making  of  a  watch,  if  one  man  shall  make  the  wheels, 
another  the  spring,  another  shall  engrave  the  dial- 
plate,  and  another  shall  make  the  cases,  then  the 
watch  will  be  better  and  cheaper,  than  if  the  whole 
work  be  put  upon  any  one  man"  (116).  A  large  city 
has  a  further  advantage.  The  cost  of  carriage  and 
freight  on  manufactured  goods  falls  away,  when  the 
goods  are  made  in  the  place,  where  they  are  shipped. 
All  kinds  of  improvements  in  the  arts,  all  educa- 
tional reforms,  are  favored  by  density  of  population. 
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The  security  of  the  state  depends  on  its  wealth. 
Its  wealth  depends  on  productive  labor.  So  its 
policy  should  be  directed  to  seeing  that  its  subjects 
put  forth  their  energy  to  the  best  advantage.  The 
first  duty  of  an  enlightened  state  is  to  know  its  con- 
dition. Hence  follows  the  need  of  statistics.  All 
unprofitable  work  should  be  discouraged.  The 
number  of  those  seeking  the  various  learned  pro- 
fessions should  be  limited,  (12).  It  would  be  easy 
to  find  out  how  many  lawyers,  doctors  and  priests 
are  needed.  The  state  control  of  education,  with  a 
rigid  selection  of  those  fitted  to  serve  in  these 
capacities,  would  do  away  with  the  evils  of  parental 
caprice.  The  legal  system  should  be  simplified  in 
all  its  parts,  in  order  to  diminish  a  class  of  men 
whose  gains  are  like  those  of  gamesters,  because 
their  labor  produces  nothing.  The  principles  of  the 
criminal  law  ought  to  be  modified.  The  state  should 
remember  that,  by  killing  any  of  its  members,  it 
punishes  itself.  Pecuniary  fines,  or  a  state  of 
slavery  which  gives  the  state  control  of  the  crim- 
inals' labor,  should  take  the  place  of  the  ordinary 
penalties  (60).  The  religious  policy  of  the  state 
ought  to  be  guided  by  toleration.  He  cites  many 
examples  to  prove  that  heterodoxy  and  trade  go 
together  (227).  He  commends  Holland  for  offering 
a  refuge  to  the  persecuted,  and  thus  increasing  her 
wealth.  So,  too,  the  whole  system  of  taxation  should 
be  directed  towards  encouraging  productive  indus- 
tries. The  trading  and  manufacturing  classes 
should  be  carefully  treated  (22).  On  the  other 
hand,  the  unproductive  classes  should  bear  the 
greatest  burdens.  Their  property  can  only  be  made 
productive  by    changing  hands.       Beggars  and  idle 
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persons  should  have  work  provided  for  them  by  the 
state  (14).  Their  work  might  be  looked  upon  as 
unproductive.  Yet  as  crime  is  so  largeh*  due  to  idle- 
ness, the  charge  of  the  criminal  classes — the  men- 
ance  of  the  state's  security — would  be  reduced.  All 
public  works  and  internal  improvements  could  be 
systematically  carried  out  by  using  the  labor  of  the 
unemployed  classes.  The  educational  system  should 
be  placed  under  the  control  of  the  state.  Its  whole 
aim  should  be  directed  to  develop  human  energy 
and  human  skill.  Education  which  confines  itself  to 
the  study  of  unprofitable  .subjects  is  only  a  prepara- 
tion for  a  merely  speculative  life,  and  is  conse- 
quently worse  than  useless.  The  maintenance  of 
industrious  habits,  even  at  an  app»arent  cost,  is 
insisted  upon  (48).  If  a  certain  industr^t*  becomes 
temporarily  unprofitable  it  should  not  be  discon- 
tinued. Those  employed  in  it  may  b}-  inaction 
lose  their  aptitude  for  labor.  He  cites  with  approval 
the  case  of  Norwich  where  children  were  employed, 
and  proposes  that  child-labor  .should  be  introduced 
into  other  jjarts  of  the  country  (276).  Labor,  then, 
is  the  corner-stone  of  the  prosperity  of  the  state.  He 
does  not  forget  to  assure  us,  however,  that  a  mil- 
lenium  may  come  when  such  forms  of  human  ac- 
tivity may  jjass  into  something  higher.  In  this 
happy  time  man  can  follow  the  end  for  which  he 
was  created — the  cultivation  of  the  powers  of  the  in- 
tellect (488). 

Xow  that  we  have  treated  of  both  factors,  land 
and  labor,  which  create  national  wealth,  the  next 
thing  is  to  determine  their  relation  to  one  another. 
An   equation  between  land  and  labor  is  -the  most 
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important  consideration  in  political  oeconomies"(344).^ 
This  equation  will  be  an  expression  of  value.  Labor 
not  only  creates  value  but  it  is  the  measure  of  value. 
He  uses  the  following  illustration:  "Let  a  hundred 
men  work  ten  years  upon  corn,  and  the  same  number 
of  men  the  same  time  upon  silver;  I  say,  that  the 
neat  proceed  of  the  silver  is  the  price  of  the  whole 
neat  proceed  of  the  corn"  (30).  The  natural  rent  of 
land  is  the  proceed  of  the  harvest  minus  the  food 
and  necessaries  of  the  laborer.  The  value  of  this  in 
money  is  the  amount  of  money  a  man  can  save  in 
the  bame  time  over  and  above  his  expenses  while 
mining  silver  during  the  same  period  of  time. 

In  a  later  work,  the  ''Anatomy  of  Ireland,"  he 
makes  another  attempt  at  expressing  the  value  of 
natural  rent.  With  the  one  I  have  already  given 
he  is  discontented,  because  in  it  he  has  introduced 
the  factor  ••labor,'*  which  should  have  been  kept  out. 
This  difficulty  he  avoids  in  a  curious  way.  Natural 
rent  is  expressed  in  the  terms  of  the  commodities 
raised  upon  the  land — butter,  cheese,  corn  and  wool — 
whatever  they  may  be.  For  accuracy,  he  makes  the 
following  supposition:-  •' Suppose  two  acres  of  pas- 
ture land  inclosed,  and  put  thereunto  a  weaned  calf." 
Suppose  this  animal  to  become  one  hundred  pounds 
heavier.  A  hundred-weight  of  such  flesh  he  supposes 
to  be  fifty  days'  food.  This  amount  and  the  interest 
on  the  value  of  the  calf  is  the  value,  or  year's  rent  of 
the  land.  If  a  man's  labor  can  make  the  said  land 
yield  sixty  days'  food,  then  that  overplus  is  the  value 
of  the  man's  labor  or  wages,  both  being  expressed  by 

^This  expression  has  escaped  the  notice   of    Dr.    Cunningham 
"History  of  English  Industry,"  p.  232. 
^Cf.  Loria  "Analisi  della  teoria  capitalista,"  ii,  p.  170. 
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the  number  of  days"  food.  The  day's  food  is  the  com- 
mon measure  of  vahie  (JMo).  By  the  expression  drnf  s 
foo(L  he  understands  the  hundredth  part  of  wliat  one 
hundred  men,  "eat  so  as  to  live,  labor  and  generate." 
The  food  is  the  easiest  got  food  in  the  respective 
locality.  An  ounce  of  silver  is  equivalent  to  a  day's 
food  in  Peru;  the  same  amount  in  Russia  is  equiva- 
lent to  four  days'  food  by  reason  of  freight  and 
hazard  of  carrying  it  thither. 

He  ingeniously  applies  this  equation  for  finding 
the  value  of  labor-saving  inventions,  for  expressing 
mathematically  the  ratio  betw^een  demand  and  sup- 
ply in  artistic  work,  and  claims  that  it  can  be  extended 
further. 

In  the  last  essay  on  Political  Arithmetic  he  gives 
us  an  insight  into  the  method  by  which  he  reached 
this  principle.  "If  there  were  but  one  man  living  in 
England,  then  the  benefit  of  the  whole  territory  could 
be  but  the  livelihood  of  that  one  man.  But  if  another 
man  were  added,  the  rent  or  benefit  of  the  same 
would  be  double  ....  for  if  a  man  would  know 
what  any  land  is  worth,  the  true  and  natural  ques- 
tion must  be,  how  many  men  will  it  feed"  (252)? 

Hitherto  we  have  been  confining  our  attention  to 
what  Petty  calls  intrinsic  value  (37).  The  extrinsic 
or  accidental  value  is  much  more  difficult  to  estimate. 
Roughly  speaking,  the  extrinsic  value  of  land  might 
be  given  by  taking  the  average  of  all  bargains  made 
within  a  definite  period  of  time  (36).  An  analysis  of 
the  causes  which  bring  about  the  fluctuations  in  sup- 
ply and  demand  should,  however,  be  made.  Why  is 
it  that  rents  in  Ireland  are  lower  than  they  are  in 
England  ?  He  explains  the  difference  by  assigning 
for  it  the  following  causes  (32):     Rebellions,   uncer- 
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tainty  of  legal  title,  paucity  of  people,  absenteeism, 
bad  administration  of  justice.  The  rent  of  land  will 
fall  when  trades  and  arts  increase  (233),  This  may 
be  only  temporary,  for  people  who  live  in  towns 
spend  more  commodities,  and  make  greater  con- 
sumptions, than  when  they  lived  more  sordidly  (266). 
Great  need  of  corn  raises  its  price,  and  consequently 
the  rent  of  the  land  on  which  it  is  grown.  "If  the 
corn  which  feedeth  London  ....  be  brought 
forty  miles  thither,  then  the  corn  growing  within  a 
mile  of  London  ....  shall  have  added  unto 
its  natural  price,  so  much  as  the  charge  of  bringing 
it  thirty-nine  miles  doth  amount  unto"  (35).  Again, 
the  rent  of  land  near  populous  places  will  increase 
by  reason  of  the  pleasure  and  honor  of  having  land 
there.  In  different  countries  the  rent  of  land  will 
differ,  according  to  the  natural,  civil  and  religious 
opinions  of  the  people  living  in  the  country  (37). 

The  wages  of  labor  and  the  rent  of  land  vary  in- 
versely. If  the  wages  of  labor  get  a  larger  share  of 
the  product  then  rent  must  fall  (233).  We  have  already 
seen  from  his  experiment  for  finding  natural  rent 
what  he  understands  by  the  natural  wages  of  labor. 
As  he  estimated  in  a  rough  way  the  extrinsic  value 
of  the  rent  of  land,  so  the  value  of  each  individual 
as  a  labor  unit  might  be  had  by  using  the  ordinary 
or  average  price  for  a  slave  in  the  markets  of  the 
East.  There  is,  however,  a  more  exact  way.  Sup- 
pose the  people  of  England  be  6  millions  and  the  ex- 
pense annually  per  head  40  millions.  Let  the  yearly 
rent  of  land  be  7i  millions,  and  the  profit  on  personal 
estates  be  the  same,  ^.  e.,  together  15  millions.  It  is 
obvious  that  the  difference  between  15  millions  and 
40  millions  has  been  created  by  the  labor  of  the  peo- 
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pie  (470).  The  mass  of  mankind  are  worth  20  years 
purchase,  as  well  as  land.  This  whole  sum.  divided 
by  six  millions,  the  number  of  people,  gives  the 
value  of  each  individual — £69.  Natural  dearness  or 
cheapness  depend  upon  the  amount  of  labor,  for  all 
wealth  is  the  creation  of  labor  past  or  present  (477). 
This  does  not  imply  that  the  laborer  is  to  receive  all 
the  profits.  He  quotes  with  approval  the  statute  fix- 
ing the  rate  of  wages,  and  desires  that  it  should  be 
adapted  to  the  change  of  times  (39). 

Petty's  distinction  between  intrinsic  and  extrinsic 
value  is  explained  in  a  manuscript  dialogue  on  sell- 
ing diamonds,  from  which  I  take  the  following  ex- 
tract: ''  I  will  first  take  notice  that  the  dearness  and 
cheapness  of  diamonds  depends  upon  two  causes;  the 
one  intrinsic,  which  lies  within  the  stone  itself,  and 
the  other  extrinsic  and  contingent  such  as  are  (1)  the 
prohibitions  to  seek  for  them  in  the  countries  from 
whence  they  come.  (2)  When  merchants  can  layout 
their  money  in  India  to  more  profit  upon  other  com- 
modities, and  therefore  do  not  bring  them.  (3)  When 
they  are  bought,  upon  fears  of  wars  to  be  a  subsist- 
ence for  exiled  and  obnoxious  persons.  (4)  They  are 
dear  near  the  marriage  of  some  great  person,  where 
great  numbers  of  persons  are  to  put  themselves  in 
splendid  appearances.  For  any  of  these  causes,  if 
they  be  very  strong  upon  any  part  of  the  world,  they 
operate  on  the  whole.  For  if  the  price  of  diamonds 
should  rise  in  Persia,  it  shall  also  rise  preceptably  in 
England,  for  the  great  merchants  all  the  world  over 
do  know  one  another,  do  correspond,  and  are  part- 
ners in  most  of  the  considerable  pieces,  and  do  use 
great  confederacy  and  intrigue  in  buying  and  selling 
them." 
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CHAPTER  V. 

MONEY  AND  TAXATION. 

Money  is  defined  as  the  uniform  measure  and 
rule  for  the  value  of  all  commodities  (846). 
This  is  only  a  definition,  for  he  expresses  a  doubt 
whether  there  has  ever  been  such  a  measure  (30), 
The  world  measures  commodities  by  gold  and  silver, 
but  these  measures  do  not  fulfil  the  conditions  of  a 
real  measure  of  value.  In  the  first  place  they  are 
not  natural  measures.  The  proportion  between  corn 
and  silver  gives  an  artificial  value,  because  the  com- 
parison is  between  a  thing  naturally  useful,  and  a 
thing  in  itself  unnecessary  (81).  Again,  it  is  not  a 
constant  measure,  for  the  value  of  silver  fluctu- 
ates. It  is  worth  more  at  one  place  than  at 
another,  not  only  from  being  further  from  the 
mines,  but  from  other  purely  accidental  causes  (345). 
It  may  be  worth  more  at  present  than  a  month  or 
other  small  time  hence,  or  it  may  be  converted  into 
a  commodity.  Vessels  will  be  made  of  it  if  more 
commodities  can  be  exchanged  for  it  in  this  way 
than  by  employing  the  same  silver  by  way  of  trade. 
Only  one  of  the  two  precious  metals  is  "a  fit  matter 
for  money;"  the  other  metal  is  only  a  commodity 
(347).  The  proportional  value  of  gold  and  silver 
fluctuates  as  the  earth  and  the  industry  of  man  pro- 
duce more  of  one  than  of  the  other.  The  only  way 
of  pitching  upon  the  true  proportion  between  them 
is  by  reducing  each  to  the  amount  of  labor  required 
in  the  mining  and  refining  of  each.  The  man  who 
has  the  ability   to  hire  the  naost  labor  is  the  richest 
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(38).  This  helps  us  to  understand  the  difficulty  of 
comparing  the  money  in  a  country  at  the  present 
time  with  what  it  was  in  any  past  century.  We 
must  know  first  of  all  the  difference  in  our  denomi- 
nations now  and  then.  Sixty-two  shillings  are  now 
coined  from  the  same  quantity  of  silver  as  were 
thirty-seven  then.  We  should  know  besides  what 
were  the  regulations  regarding  weight,  fineness,  and 
seignorage.  Even  if  we  knew  all  these  facts,  we 
must  have  besides  its  power  of  purchasing  labor, 
before  we  can  attain  to  accuracy  (38). 

"Money,"  he  says,  "is  the  best  rule  of  commerce" 
(Quantulumcunque).  It  is  an  imperishable  com- 
modity, and  it  is  exposed  to  smaller  fluctuations  in 
value  than  other  commodities.  It  is,  however,  absurd 
to  give  too  much  importance  to  its  possession,  for  the 
money  of  a  nation  is  only  perhaps  a  hundredth  part 
of  its  wealth  (20).  The  rest  consists  in  lands, 
housing,  shipping,  furniture,  goods,  and  so  on. 
Remembering  this,  there  ought  to  be  some  way 
of  determining  what  should  be  the  amount  of  coin 
in  circulation.  The  general  rule  to  be  followed 
is  that  it  should  only  be  increased  when  the 
general  wealth  of  a  country  increases.  In  order 
to  measure  it  exactly  he  uses  one  of  his  favor- 
ite methods  of  computation.  We  must  know  the 
number  of  people,  the  amount  of  their  expense  an- 
nually, and  the  customary  time  of  settling  their 
accounts.  For  example,  if  the  rents  of  lands  are 
eight  millions  per  annum,  and  they  are  paid  half 
yearly,  there  must  be  four  millions  of  coin  to  pay 
them  (279). 

Although  Petty  is  careful  to  tell  us  that  money  "is 
but  the  fat  of  the  body  politick,''  of  which  there  can 
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be  too  much  as  too  little  (481),  yet  when  he  con- 
siders practical  questions  of  state  policy,  he  assumes 
the  political  point  of  view.  As  the  great  need  of  the 
newly  developing  modern  state  was  a  well  filled 
treasury,  he  advises  that  the  importation  of  gold  and 
silver  should  be  encouraged  (235).  Again,  in  the 
same  spirit,  he  makes  the  following  remarkable 
recommendation:  "That  selling  of  lands  to  foreigners 
for  gold  and  silver  would  enlarge  the  stock  of  the 
kingdom"  (282).  On  the  other  hand,  he  looks  upon 
the  prohibition  of  exporting  money  as  impracticable 
and  nugatory.  If  it  has  any  effect  it  acts  as  a 
kind  of  insurance  premium,  heightening  the  price 
of  the  goods  purchased  with  the  money  exported 
in  defiance  of  the  law  (^5).  The  advantage  of 
permitting  the  export  is  to  be  seen,  when  we 
remember  that  the  trader  can  make  much  stiff er 
bargains  if  he  has  ready  money  than  if  he  had 
commodity  alone  (46).  On  practical  questions  of 
currency  Petty  is  very  full  and  complete.  '-If  the 
coinage  is  of  specie  of  unequal  weight  and  fineness," 
it  is  no  longer  a  rule  (Quantulumcunque).  He  gives 
a  detailed  account  of  the  damage  resulting  from  these 
inequalities.  The  money,  if  full  weight  and  fine- 
ness, is  sorted  out  by  exchangers,  and  exported  to 
some  place  where  its  real  value  is  recognized  (848). 
He  has  carefully  examined  the  familiar  fiscal  expe- 
dient of  tampering  with  the  coinage,  either  raising 
or  debasing  it.  The  idea  of  such  a  proceeding  is  "to 
multiph^  it  and  make  it  pass  for  more  than  it  did 
before"  (75).  This  means  to  purchase  more  com- 
modities or  labor  with  it.  What  such  a  policy 
amounts  to  is  simply  a  tax  upon  the  people  to  whom 
the  state  is  indebted,  or,  in  plain   words,  a  defalca- 
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tion.  An  open  bankruptcy  is  to  be  preferred.  It 
is  a  sign  of  a  sinking-  state  "which  catcheth  hold  on 
such  weeds  as  are  accompanied  with  the  dishonour  of 
impressing  a  prince's  effigies  to  justif}-  adulterate  com- 
modities and  the  breach  of  public  faith,  such  as  is  the 
calling  a  thing  what  it  really  is  not"  (82).  Any  coin  is 
debased  that  has  more  alloy  in  it  than  serves  to  cor- 
rect its  too  great  natural  softness  and  flexibility  (76). 
Coin  so  treated  is  bad,  because  it  is  easily  counter- 
feited. In  the  case  of  small  coins  there  is  a  chance 
of  a  great  loss  if  they  are  depressed  in  value.  A 
depression  of  ten  or  twelve  per  cent,  may  equal  in 
this  way  a  depression  of  twenty-five  per  cent  (77). 

Raising  money  is  dividing  a  pound  troy  of  stand- 
ard silver  into  more  pieces  than  formerly,  but  re- 
taining the  same  name,  or  else  calling  money  already 
made  by  higher  names  (78).  Supposing  then  one 
shilling  be  called  worth  two,  what  would  happen? 
All  commodities  would  be  twice  as  dear.  If  it  were 
proclaimed  that  laborers'  wages  should  be  the  same, 
or  not  rise,  it  would  act  as  a  tax  upon  laborers  (78). 
The  only  good  excuse  for  raising  money  is  to  dis- 
courage hoarding. 

He  then  proceeds  to  discuss  a  scheme  to  procure 
money  from  abroad  by  raising  the  value  of  foreign 
coinage  in  England  as  an  encouragement  for  for- 
eigners to  purchase  English  goods.  The  result  of 
the  plan  would  be,  that  our  good  money  would  be 
drained  away.  ''Raising  of  money  may  indeed 
change  the  species,  but  with  so  much  loss  as  the 
foreign  pieces  were  raised  unto,  above  their  intrinsick 
value"  (79).  Even  if  the  export  of  money  could  be 
prohibited,  it  would  be  better  to  lower  the  price  of 
our  own  goods.     From  the  political  point  of  view  it 
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might  be  more  judicious  to  raise  the  value  of  foreign 
coins.  We  gain  in  the  last  case  foreign  specie,  in 
the  other  foreign  commodities. 

Copper  and  tin  money  made  "ad  valorem"  is  not 
debased.  Money  to  be  good  need  not  be  exclus- 
ively made  of  gold  and  silver  (76).  The  number  of 
copper  coins  ought,  however,  to  be  limited  to  actual 
necessity  of  making  small  change.  The  tokens  used 
in  exchange  for  retail  by  particular  men  are  not 
base,  if  the  credit  of  those  who  issue  them  is  good, 
and  if  they  can  be  changed  for  silver. 

Finally  he  takes  up  the  whole  question  of  money 
exports,  and  treats  it  by  a  new  method  (Quant.). 
The  laws  against  export  of  money  are  not  natural. 
Countries  which  abound  in  money  have  no  such 
laws.  Countries  that  forbid  export  are  alike  desti- 
tute of  money  and  merchandise.  Besides,  as  we 
have  already  seen,  it  does  not  follow  that  a  country 
is  poor  because  it  has  little  money.  We  know  that 
private  individuals  thrive  without  hoarding.  They 
turn  their  money  into  merchandise. 

Interest  is  a  ''  reward  for  forbearing  the  use  of 
your  own  money"  for  a  term  of  time  agreed  upon 
(Quant.).  In  another  place  he  calls  it  a  compensa- 
tion for  the  inconvenience  of  not  having  one's  money 
back  "until  a  certain  time  to  come"  (34).  There 
is  no  reason  why  the  laws  should  prohibit  usury. 
If  exchange  is  allowed,  why  should  interest  be  re- 
stricted ?  The  two  are  closely  related  in  principle. 
Exchange  is  the  reward  given  for  the  convenience  of 
having  money  in  the  place  you  wish,  and  interest  is 
the  reward  for  having  it  for  the  time  you  wish  (35). 
The  reason  for  allowing  interest  lies  in  the  natural 
order  of  things,  against  which  civil  positive  laws  are 
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fruitless.  The  rate  of  interest  is  determined  by  the 
rent  of  land  which  the  same  amount  of  money  will 
buy,  where  the  security  is  undoubted.  Below  this  the 
rate  of  interest  can  not  fall.  When  the  security  of 
investments  is  doubtful,  it  is  natural  for  the  rate  to 
be  high.  This  is  the  case  in  Ireland.  A  low  rate  of 
interest,  which  many  of  Petty's  contemporaries 
looked  upon  as  a  cause  of  wealth,  he  regarded  as  an 
effect  of  general  industrial  prosperity.  Holland, 
where  the  rate  was  low,  had  an  abundance  of  money, 
and  this  it  had  secured  by  an  enlightened  commer- 
cial policy  (226). 

Exchange  he  defines  as  local  interest.  Its  rate  is 
governed  by  the  height  of  the  premium  on  the  risk, 
and  by  cost  of  transport  from  one  place  to  an- 
other (35).  Local  differences  of  profit  will  also 
modify  it.  Exchange  can  never  naturally  be  more 
than  the  cost  of  land  and  water  carriage  between 
the  two  respective  places,  and  the  insurance.  Ireland 
is  an  apparent  exception  for  the  rate  of  exchange 
between  that  country  and  England  is  much  higher 
than  this  principle  would  allow.  This  abnormally 
high  rate  is  the  result  of  the  restrictions  placed  upon 
Irish  trade  with  England.  Goods  going  out  of 
Ireland  to  pay  bills  in  England  must  be  taken  to  the 
Barbadoes  and  there  sold  for  sugar.  This  sugar 
must  be  brought  to  England  and  sold  there.  It  is* 
easy  to  see  why  the  rate  of  exchange  has  risen  to 
fifteen  per  cent.  (349). 

Petty's  residence  in  Holland  had  made  him  famil- 
iar with  the  banking  system  of  that  country.  "The 
trade  of  banks,"'  he  explains,  '-is  the  buying  and 
selling  of  interest  and  exchange."  (Quant.)  Their 
honesty  is  enforced  by  the  peril  of  losing  their  busi- 
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ness.  The  great  advantage  of  the  banking  system 
is  that  it  enables  a  country  to  diminish  the  amount 
of  precious  metals  in  circulation  as  currency. 
Supposing  that  £100, 000  will  drive  the  trade  of  a 
nation,  and  there  is  but  £60,000  in  the  country. 
If  £20,000  is  sufficient  for  all  payments  under  £50 
then  the  £40,000  can  be  placed  in  a  bank  and  under 
proper  security  may  be  freely  used.  In  this  way, 
with  a  credit  of  £40,000,  the  sum  of  £100,000  is 
made  up  (230).  The  credit  system  can  be  further 
extended.  The  security  in  the  bank  need  not  be 
metallic:  why  should  not  money  be  issued  on  the 
basis  of  landed  property  (280)?  He  is  convinced  of 
the  soundness  of  such  a  scheme,  and  he  wishes  to 
see  land  banks  established  both  in  England  and  in 
Ireland  (351). 

Petty's  most  systematic  work  is  his  "Treatise  on 
taxes  and  contributions."  When  we  remember  the 
desultory  character  of  the  English  writings  on 
finance  in  his  time,  we  must  be  surprised  at  his  firm 
grasp  of  the  subject.  It  was  a  matter  in  which*  he 
was  thoroughly  at  home.  As  a  public  servant  he 
had  experience  in  financial  administration,  and  he 
was  a  witness  of  the  serious  effects  that  could  be 
brought  about  by  a  short-sighted  system  of  taxation. 
The  work  opens  with  an  enumeration  of  the  public 
charges  of  a  State.  These  are  charges  of  defense, 
external  and  internal;  administration  of  government, 
of  justice,  of  religion;  education,  the  poor,  and  in- 
ternal improvements.  What  are  the  causes  that 
increase  these  charges?  The  origin  of  foreign  and 
domestic  wars  is  traced  and  analyzed.  The  costs  of 
governmental  administration  may  be  increased  by  a 
general  unwillingness  to  pay  taxes.     This  unwilling- 
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ness  ma}'  be  due  to  a  suspicion  that  there  is  an  over- 
imposition  of  taxation,  or  that  there  is  extravagance, 
or  that  the  levies  are  unjust.  Again,  it  may  be  due 
to  enforced  money  payments  at  inconvenient  times, 
or  to  legal  difficulties  as  to  right  of  imposition,  or  to 
scarcity  of  money,  or  to  small  number  of  industrial 
class,  or  to  the  want  of  proper  trade  statistics.  The 
charges  of  religion,  education,  justice,  the  poor,  in- 
ternal improvements,  are  considered  in  the  same 
thorough  way  and  remedies  are  proposed  for  lessen- 
ing these  several  burdens. 

The  road  to  all  reform  is  the  possession  of  accurate 
statistics.  All  unprofitable  labor  should  be  limited 
by  an  effective  State  control  of  education  and  reli- 
gion. The  labor  of  every  man  should  be  directed  to 
those  channels  where  it  will  be  most  productive.  The 
subject  of  "  unwillingness  to  pay  "  is  more  carefully 
examined — each  of  the  headings  previously  given  is 
minutely  analyzed.  As  an  illustration  (18),  under 
the  heading  extravagance,  it  is  noticed  that  money 
spent  on  entertainments  is  not  really  lost,  because  it 
descends  finally  into  the  hands  of  those  who  are 
engaged  in  useful  trades.  The  same  principle  holds 
with  regard  to  money  spent  by  princes  on  favorites. 
No  one  should  object  to  such  extravagance,  for  there 
is  a  chance  for  every  one  to  become  a  favorite,  no 
matter  how  low  his  station  of  life  may  be.  Then 
comes  the  main  subject  of  the  work  —  the  best 
methods  of  raising  taxes  (chapter  iv).  The  most 
simple  method,  as  well  as  the  most  natural,  would 
seem  to  be  to  support  the  government  by  reserving  a 
certain  proportion  of  the  land  as  royal  domain,  or  to 
raise  the  same  amount  of  income  by  taking  a  fixed 
proportion  from  the  rent  of  all  lands.     This  last  is 
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rejected,  because,  owiiig  to  the  uncertain  length  of 
leases,  the  incidence  of  the  tax  may  he  thrown  ulti- 
mateh^  on  the  consumer,  and  in  the  end  it  amounts 
to  the  same  thing  as  an  irregular  excise  (26).  In  a 
new  state  this  objection  does  not  hold  good.  This  is 
the  case  in  Ireland;  there  the  payment  of  the  royal 
quit  rents  is  not  at  all  burdensome.  "That  country  is 
happy  in  which  by  original  accord  such  a  rent  is 
reserved.  *  *  *  '^  Not  only  the  landlord  pays, 
but  every  man  who  eats  but  an  e^^,  or  an  onion 
of  the  growth  of  his  lands"  (25).  The  introduction 
of  such  a  tax  into  England  would  be  unjust.  For 
suppose  A  and  B  had  each  of  them  a  parcel  of  land 
of  equal  goodness  and  value.  Suppose  A  has  let  his 
land  for  twenty  one  years  for  £20,  and  B's  land  is 
free.  Let  a  tax  of  a  fifth  part  be  laid;  hereupon  B 
will  not  let  under  £25,  that  his  remainder  may  be 
£20.  A  must  be  contented  with  £16  net  ;  neverthe- 
less, the  tenant  of  A  will  sell  the  proceeds  of  the 
land  at  the  same  rate  that  the  tenants  of  B  will.  It 
is  easy  to  see  from  this  that  only  those  landlords  will 
lose  whose  rents  are  already  predetermined;  the  rest 
will  gain  by  raising  their  revenues  and  by  enhancing 
the  prices  of  provisions  (25-26). 

The  first  method  proposed,  namely,  the  system  of 
Royal  Domain,  is  not  so  good  as  the  second,  because 
in  the  latter  case  the  king  has  more  security  and 
more  obligees  (24), 

An  assessment  on  housing  is  open  to  the  objection 
of  inequality.  A  house  may  be  regarded  in  two  ways, 
either  as  a  means  of  expense,  or  as  an  instrument  of 
gain.  Which  of  these  standpoints  will  be  selected  as 
the  subject  of  taxation  (26)?  Assessments  on  rentals, 
in  order  that  they  may  be  just,  should  be  levied  only 
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when  the  exact  value  of  the  rent  is  known.  This  in- 
volves a  very  careful  examination,  and  the  whole 
nature  of  rent  must  he  analyzed.  This  leads  to  a 
long  digression  on  natural  rent,  which  has  already 
been  discussed  under  that  heading. 

"Custom  (ch.  vi )  is  a  contribution  or  excisium 
out  of  goods  sent  out  or  imported  into  the  prince's 
dominions  (41)."  Export  duties  are  only  advisable  in 
exceptional  cases;  i.  e.,  when  the  country  has  a  natural 
monopoly,  as  England  has  in  tin.  The  duty  should  be 
regulated  to  leave  a  reasonable  profit  to  the  exporter, 
and  to  make  the  price  of  the  commodity  lower  than  it 
could  be  had  from  elsewhere.  Customs  on  imported 
goods  should  be  governed  by  the  following  considera- 
tions: All  goods  ready  for  consumption  are  to  be 
made  somewhat  dearer  than  the  same  things  grown 
or  made  at  home.  Articles  of  luxury  should  be  highly 
taxed.  Goods  not  fully  wrought  and  manufactured, 
tools  and  materials  used  in  manufacture,  should  be 
gently  dealt  with  (43).  The  objections  to  the  tax  are 
the  cost  of  collection,  the  incentive  to  smuggling  and 
to  bribery.  The  amount  so  raised  can  of  itself 
never  suffice  to  bear  the  expense  of  the  kingdomi  (44). 
A  substitute  for  customs  might  be  found  in  tonnage 
duties.  These  are  easily  collected,  and  the  object 
on  which  they  are  laid  is  visible  to  everyone.  The 
state  might  also  undertake  a  general  marine  insur- 
ance. The  profits  would  be  great,  and  there  would 
be  no  inducement  to  evade  payment  (45).  Even  if 
such  changes  were  made,  it  may  be  said  that  the 
officials  of  customs  must  be  still  employed  in  the 
sanae  numbers,  to  prevent  the  importation  of  com- 
modities that  are  wholly  prohibited. 
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This  brings  us  to  an  important  question  of  com- 
mercial policy.  We  have  already  seen  how  he  con- 
demns the  prohibition  on  money  export.  In  his 
"  Quantulumcunque,"  a  much  later  publication,  he 
says:  A  merchant  will  carry  goods  or  money  accord- 
ing as  the  one  or  the  other  will  purchase  more  com- 
modities. The  effect  of  prohibition  on  the  wool  trade 
he  thinks  of  small  use.  The  Hollanders  have  "gotten 
away  our  manufacture  of  cloth  by  becoming  able  to 
work  with  more  art,  to  labour  and  fare  harder,  to 
take  less  freight,  duties  and  insurance"  (47).  Fierce 
retaliation  will  do  us  more  harm  than  good.  We 
often  buy  corn  from  abroad.  Why  should  we  not 
turn  our  hands  to  tillage  ?  By  doing  this  we  should 
increase  the  price  of  meat  and  encourage  the  fish- 
eries. Less  money  would  be  spent  on  corn;  there 
would  be  no  gluts  of  wool;  our  idle  hands  would  be 
employed  in  tillage  and  fishing;  or  why  not  draw 
over  workmen  from  Holland,  if  their  way  be  better, 
or  send  our  men  there  to  learn  ?  Two  general  prin- 
ciples of  great  importance  are  in  place  here.  As 
wise  physicians  do  not  tamper  with  their  patients, 
but  rather  observe  and  comply  with  the  motions  of 
nature  than  contradict  it  with  vehement  administra- 
tions, the  same  care  should  be  used  in  economics  and 
politics  (48).  Imported  goods  need  not  be  prohibi- 
ted until  they  much  exceed  our  exportations.  In  the 
"Anatomy  of  Ireland"  (356),  he  makes  a  more  ex- 
plicit statement  of  his  views.  "Why  should  we 
forbid  the  use  of  any  foreign  commodity  which  our 
own  hands  and  country  cannot  produce,  when  we 
can  employ  our  spare  hands  upon  such  exportable 
commodities  as  will  purchase  the  same,  and  more  ?  " 
We  have  seen  the  position  he  took  on  the  prohibition 
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of  the  Irish  cattle  trade.  He  saw  in  the  prohibition 
a  direct  loss  to  England,  for  Irish  trade  was  diverted 
into  other  channels.  She  w^as  obliged  to  import  from 
Spain  and  France  the  goods  which  otherwise  she 
would  have  taken  from  England.  That  the  theory 
of  foreign  trade  was  not  unknown  to  him  is  evident 
from  the  following  passage  taken  from  the  "Quantu- 
lumcunque  ''.  In  it  he  gives  his  reasons  for  pi-efei"- 
ring  copper  to  tin  for  fractional  currency.  The  ordi- 
nary argument  for  using  tin  was,  that  that  metal  was 
a  domestic  commodity,  while  copper  had  to  be  pro- 
cured from  abroad.  To  buj^  copper  would  drain  the 
kingdom  of  its  store  of  money.  This  reasoning  Petty 
meets  in  the  following  way:  If  a  hundred  weight 
of  tin  be  exported  to  Turkey  it  will  purchase  there 
enough  silk  to  buy  about  a  hundred  weight  of  copper 
in  Sweden. 

We  now  pass  on  to  the  poll-tax  (ch.  vii).  The 
tax  as  imposed  in  England  is  unjust.  It  is  a  tax 
on  position  or  title,  and  takes  no  account  of  the 
riches  of  the  individual  taxed.  Single  rich  persons 
are  taxed  at  the  lowest  rates,  while  poor  knights  are 
rated  at  £20.  A  real  poll-tax  taxes  every  individual 
alike.  The  objection  to  this  form  of  tax  is  that  it  is 
only  apparently  equal,  men  who  are  of  unequal  abili- 
ties being  rated  at  the  same  amount.  The  conven- 
iences are,  ease  of  collection,  certainty  of  amount 
raised  by  it,  incentive  to  setting  children  to  work 
early.  The  plan  of  state  lotteries  (ch.  viii)  as  a  fiscal 
expedient  he  aptly  describes.  It  is,  he  says,  "a  tax 
upon  unfortunate  self- conceited  fools;  men  that  have 
good  opinion  of  their  own  luckiness.*"  It  should  be 
under    direct    state    control,    and    ought    to    beused 
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sparingly.  Its  iiicoiivenieiice  is  the  small  amount 
that  can  be  raised  in  this  way. 

Benevolences  (chapter  ix)  are  money  raised  by 
forced  loan  from  special  classes.  Such  loans  are 
justified  when  the  classes  so  taxed  have  been  bene- 
fited especially  by  the  State  (54).  The  inconve- 
niences are,  dangers  arising  to  the  State  from  factions, 
increase  of  bankruptcy,  the  liability  to  abuse,  because 
some  pay  in  order  to  secure  personal  favor  to  those 
in  power.  Legal  penalties  (chapter  x)  are  treated 
under  the  head  of  taxation,  because  if  fines  were  ex- 
tended to  all  forms  of  crime  the  State's  income  would 
be  considerably  augmented.  Every  man  has  a 
labor  producing  power.  The  State  should  regard 
this  factor  in  the  administration  of  the  criminal  law. 
Serious  crimes  should  be  punished  by  slavery,  minor 
offenses  should  be  fined.  Religious  heterodoxy  ought 
to  be  tolerated,  but  its  adherents  must  be  made  to 
pay  for  their  conscientiousness.  Infidels  are  to  be 
kept  at  hard  labor.  The  responsibility  of  defections 
among  the  laity  from  the  established  form  of  reli- 
gion should  rest  upon  the  clergy,  and  their  salaries 
should  be  taxed  heavily  by  the  State  in  case  their 
flocks  show  signs  of  heterodoxy. 

Monopoly  (chap,  xi)  is  the  exclusive  right  of  sale  of 
any  article  without  regard  to  its  real  value.  A  con- 
spicuous example  of  a  monopoly  is  the  gabelle,  or  salt 
duty.  As  salt  is  universally  used,  the  monopoly 
seems  to  have  the  same  effect  as  a  capitation 
tax  (64).  The  pretext  for  a  monopoly  is  the  right 
of  invention.  Original  inventors,  however,  rarely 
profit  by  their  inventions,  as  generally  they  fall  into 
the  hands  of  projectors  who  gain  all  the  profits.  All 
offices    instituted    by    the    State    with    the    right    of 
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arranging  their  scale  of  fees,  where  the  duties  per- 
formed are  out  of  all  proportion  to  the  charges 
made,  are  monopolies.  The  sale  of  such  offices 
should  be  made  a  source  of  public  revenue. 

Tithes  (chapter  xii)  are  properly  an  excise  for  the 
support  of  the  clergy  paid  in  natural ihn.s.  They 
are  the  pattern  for  a  just  tax,  and  seem  most  equal 
to  defray  public  charges.  So  far  as  raw  products 
are  concerned  there  is  no  difficulty.  But  in  regard 
to  housing,  cloth,  drink  and  manufactured  goods, 
the  sj^stem  cannot  be  equally  applied.  The  incon- 
veniences are  the  uncertainty  of  the  amount  that 
can  be  raised,  owing  to  the  variations  in  the  market 
price  of  goods;  the  liability  to  fraud  when  the  tax 
is  farmed  out  for  collection;  the  necessity  of  an  addi- 
tional tax  on  manufactured  articles,  that  have  already 
paid  the  tax  in  a  raw  state. 

Several  smaller  ways  of  raising  money  are  then 
mentioned  (chapter  xiii).  These  are:  The  establish- 
ment of  state  banks,  or  of  monts-de-pieU ;  state  mo- 
nopoly of  such  articles  as  salt  and  tobacco;  state  poor 
control  and  guardianship  of  minors,  lunatics  and 
idiots;  the  maintenance  of  theatres  and  places  of 
amusement:  birth  and  death  taxes;  taxes  on  Jews 
and  aliens.  In  under-.peopled  countries  it  is  not 
advisable  to  lay  a  tax  on  aliens.  On  Jews  such  a 
special  tax  can  be  justified.  They  deal  in  lucrative 
trades  and  manage  frequently  to  elude  taxation.  The 
assessment  of  an  aliquot  part  on  estates,  real  and 
personal,  is  entirely  bad.  An  opening  is  given  to 
fraud,  collusion  and  oppression.  It  is  impossible  to 
check  its  fairness  or  correctness. 

The  method  of  raising  money  by  tampering  with 
the  currency  has  been  already  discussed.     The  next 
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tax  dealt  with  is  the  excise  (chapter  xv).  The  prin- 
ciple of  equable  taxation  is,  that  men  should  con- 
tribute to  the  public  charge  according  to  the  share 
they  have  in  the  public  peace,  i.  e.,  according  to  their 
estates  or  riches.  Now,  as  there  are  two  sorts  of 
riches,  actual  and  potential,  which  is  to  be  taken  as 
the  object  of  taxation?  "Every  man  ought  to  con- 
tribute according  to  what  he  taketh  to  himself, 
and  actually  enjoyeth"  (83).  The  first  step  is  to 
estimate  the  total  wealth  of  the  kingdom.  Its  annual 
yield  from  all  sources  that  are  known  must  be 
deducted  from  the  whole  known  expense.  The  re- 
mainder is  the  product  of  the  annual  labor  power  of 
the  whole  people.  The  amount  to  be  raised  is  levied 
according  to  the  ratio  each  source  of  wealth  bears  to 
the  total  wealth.  To  use  an  example  in  the  ''Verbum 
Sapienti,"  if  the  annual  proceed  of  the  stock  of  a 
nation  yield  fifteen  millions  and  the  labor  of  the 
people  yield  twenty-five  millions,  then  three-eighths 
of  the  tax  is  to  be  laid  on  the  stock,  including  land, 
cattle,  personal  estates  and  housing,  and  five-eighths 
must  be  levied  on  the  people  by  an  equal  poll-tax 
(477). 

Properly,  every  article  should  be  taxed  when  ready 
for  consumption.  For  example,  on  corn  should  be 
accumulated  the  charges  of  grinding,  bolting  and 
yeast,  unless  these  particulars  can  be  best  rated  apart. 
Domestic  commodities  should,  if  exported,  pay  no 
excise.     Imported  foreign  goods  should  pay. 

A  different  form  of  this  tax  is  called  an  accumu- 
lative excise  (85).  By  this  tax  many  things  together 
are  taxed  as  one  commodity;  for  example,  in  the  tax 
on  cloth,  the  wool,  tools,  and  workmanship  may  well 
enough  be  included.     This  principle  has  been  carried 
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so  far  as  to  have  all  taxable  goods  accumulated  upon 
some  single  commodity  for  ease  of  collection.  Beer 
has  been  proposed  as  the  object  of  this  accumulated 
excise,  on  the  supposition  that,  as  men  drink,  in  the 
same  proportion  they  make  all  other  expenses.  This 
supposition  is,  however,  notoriously  untrue,  for  obser- 
vation shows  that  the  poorer  classes  of  laborers 
sometimes  drink  twice  as  much  as  gentlemen.  All 
things  proposed  in  place  of  beer,  such  as  salt,  fuel, 
and  bread,  are  open  to  the  same  objection.  Of  all 
excises,  hearth  or  smoke  money  seems  the  best.  It 
is  "the  easiest,  and  clearest,  and  fittest  to  ground  a 
certain  revenue  upon."  The  tax  must  be  small  or  it 
may  become  unbearable.  If  the  incidence  of  the  tax 
is  shifted  from  the  tenant  to  the  landlord,  the  tax 
becomes  a  tax  on  housing. 

The  advantages  of  a  proper  excise  are:  "The 
natural  justice  that  every  man  should  pay  according 
to  what  he  actually  enjoy eth."  If  it  be  not  farmed, 
but  regularly  collected,  it  encourages  thrift.  "No  man 
pays  double  or  twice  for  the  same  thing,  forasmuch 
as  nothing  can  be  spent  but  once."  It  gives  an  oppor- 
tunity for  getting  an  accurate  account  of  the  wealth, 
growth,  trade  and  strength  of  the  nation  at  all  times. 
The  tax  should  be  collected  by  special  officers,  whose 
time  will  be  taken  up  entirely  in  this  employment. 
Holland's  experience  confirms  this  last  recommenda- 
tion, and  in  the  manner  of  collecting  the  tax,  her 
practice  should  be  followed. 
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CHAPTER  VI. 

PETTY    IN    RELATION    TO    CONTEMPORARY 

ENGLAND,  AND  HIS  PLACE  IN  ECONOMIC 

LITERATURE. 

Some  brief  references  must  be  made  to  the  eco- 
nomiic  environment  in  which  Petty  wrote.  For  the 
few  facts  presented  here  I  have  relied  entirely  on 
secondary  sources.  They  are  only  offered  with 
the  hope  that  they  may  illustrate  Petty' s  writings. 
His  tracts  were  composed  with  the  direct  purpose  of 
influencing  his  own  contemporaries. "  Anything  that 
helps  us  to  grasp  his  point  of  view  may  be  useful. ^ 
When  we  hear  him  pleading  for  the  advantage  of 
increased  population,  it  is  well  enough  to  remember 
that  in  the  last  half  of  the  seventeenth  century  the 
population  of  England  was  only  five  and  a  half  mil- 
lions. Again,  he  dwells  with  undue  exaggeration  on 
the  necessity  of  large  towns  to  the  prosperity  of 
England.  In  his  life-time  the  only  town  of  any  con- 
siderable size  was  London.  The  north  of  England 
had  practically  no  towns  of  importance.  Compared 
with  the  south  that  part  of  the  country  was  in  an  un- 
developed state.  Roads  were  everywhere  bad.  We  can 
understand  why  he  disapproves  of  agriculture.  The 
land  was  usually  carelessly  cultivated,  and  its 
product  consumed  only  by  the  cultivator.  Trans- 
portation was  impossible.  Only  in  the  neighbor- 
hood of  the  London  market  was  it  profitable  to  raise 
corn.  What  Petty  calls  the  primitive  trade  of  cow- 
keeping  was  everywhere  else  the  most  profitable  on 

^  My  authorities  are  Cunningham,  Faber  and  Macpherson. 
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account  of  the  ease  of  transporting  live-stock  to 
market.  The  consumption  of  flesh,  butter  and 
cheese  by  the  lower  classes  of  the  population  was 
proportionally  greater  than  in  the  present  century. 
Owing  to  this  fact  it  was  only  profitable  to  raise 
corn  in  proximity  to  the  London  market,  where  it 
found  a  ready  sale.  The  counties  lying  nearest  to 
the  great  capital  were  in  a  much  more  advanced 
state  of  industrial  development  on  this  account  than 
the  rest  of  the  country.  Only  one-fifth  of  the  coun- 
try was  in  a  state  of  tillage,  and  even  from  this 
small  portion  of  tilled  land  a  disproportionately  large 
quantity  of  inferior  and  coarse  varieties  of  grain 
was  raised.  Cattle-raising  was  everywhere  else  the 
most  profitable  occupation  on  account  of  the  greater 
facility  of  transporting  live-stock  to  market.  A 
great  quantity  of  flesh,  butter  and  cheese  was  con- 
sumed by  the  lower  classes. 

The  woolen  industry  was  still  the  sole  department 
in  which  English  manufactures  had  any  significance. 
Every  year  two  million  pounds  of  wool  were  sheared. 
In  a  manufactured  state  this  was  worth  eight  mil- 
lions sterling.  Of  this  six  millions  were  used  in 
England;  the  rest  was  exported.  Even  here  England 
felt  severely  the  effect  of  foreign  competition.  Espe- 
cially Holland,  Petty  tells  us,  had  by  improved 
methods  and  better  workmanship  become  England's 
rival  in  supplying  the  Continent  with  woolens. 

The  second  source  of  national  wealth,  next  to  the 
woolen  industry,  was  from  the  shipping  trade.  Here, 
again,  despite  England's  favorable  position,  she  was 
in  constant  competition  with  the  Dutch.  The  Navi- 
gation Act,  passed  by  the  Commonwealth  in  1651, 
with  its  subsequent  alterations,  all  in  more  rigorous 
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direction,  soon  bore  fruit.  In  1668  the  tonnage  was 
421, r)82:  in  1683  it  had  risen  to  884,995.  In  every- 
thing else  England  plays  a  very  poor  role.  Mining 
was  hardly  developed.  Tin,  in  which  England  has  a 
natural  monopoly,  only  shows  an  output  of  £1,600. 
Coals  found  their  principal  market  in  London.  That 
city  consumed  half  the  amount  mined  annually.  Salt 
was  not  a  domestic  product  at  all;  it  was  imported 
from  France.  Iron  manufacture  was  in  a  very  rudi- 
mentary condition.  Only  10,000  tons  were  annually 
produced. 

These  figures  leave  one  with  an  impression  of  the 
insignificance  of  England's  industrial  position  during 
the  seventeenth  century,  but  it  is  easy  to  take  too 
unfavorable  a  view  of  them.  As  a  matter  of  fa,ct, 
under  the  Stuart  dynasty,  England  was  making- 
steady  progress.  She  had  survived  a  civil  war,  and 
everything  goes  to  show  that  in  the  Restoration 
period  England  was  beginning  to  feel  her  power. 

The  main  lines  of  policy  initiated  by  Cromwell 
were  followed  during  this  period.  I  need  only  to  refer 
to  the  Navigation  Act,  the  abolition  of  the  Feudal 
Rights  of  the  crown,  the  introduction  of  the  excise, 
all  of  which  were  Commonwealth  measures,  that 
were  sanctioned  by  the  Restoration  government.  The 
commercial  growth  of  the  country  is  indicated  by 
the  increased  tonnage  of  the  shipping.'  In  1663 
there  were  95,266  tons;  in  1688  the  total  had  risen  to 
more  than  double  the  amount,  190,533  tons.  The 
customs  duties  show  the  same  upward  tendency.  In 
1660  the  receipts  from  this  source  were  £421,582;  in 
1665,  £519,072;  in  1675,  £674,113;  in  1685,  £701,504; 
in  1687,  the  year  of  Petty's  death,  they  had  risen  to 
'Cf.  Chalmers, "Critical  Estimate  of  the  Nation,"  reign  Charles  II. 
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£884,955.  In  1052  the  post-office  was  fanned  for 
£'10,000  per  annum;  in  1663  the  sum  was  more  than 
doubled.  In  1685  the  revenue  from  the  post-oflfice 
was  estimated  at  £08,000.  The  postage  on  letters 
was  considerably  reduced,  and  by  private  initiative 
the  first  penny  post  was  established  in  London  in 
1688.  In  1661  a  statute  was  passed  for  repairing 
highways,  and  two  yearH  later  toll-gates  were  first 
established  for  their  maintenance.  The  reform  of 
the  poor  law  administration  was  widely  discussed. 
At  the  close  of  Charles  11'^  reign  the  poor  rates 
equalled  £665,000.  A  new  departure  was  inaugu- 
rated at  the  commencement  of  his  reign  by  the 
erection  of  work-houses. 

The  foreign  trade  of  the  country  was  still  in  the 
hand  of  trading  companies.  The  management  of 
these  organizations  was  an  object  of  great  debate. 
The  East  India  Company  met  with  strong  opposition 
by  those  who  disapproved  of  the  exclusive  form 
which  its  monopoly  took.  The  older  companies,  es- 
pecially the  Eastland,  were  complained  of  as  setting 
limits  on  the  natural  growth  of  English  commerce, 
although  their  management  gave  fuller  play  for  in- 
dividual effort.  The  age  of  the  Restoration  is  also  re- 
markable for  the  consistent  development  of  the  pro- 
tective system.  On  the  one  hand  we  meet  with  a 
succession  of  commercial  treaties  with  different 
powers,  by  which  England  attempted  to  gain  some 
special  advantages  in  the  extension  of  her  trade  that 
were  not  open  to  France  and  Holland.  On  the  other 
hand  there  are  a  series  of  measures  intended  to  pro- 
tect the  home  market  and  national  trade.  The  Navi- 
gation Act  was  made  by  successive  changes  much 
more  rigid  in  its  terms.     The  premium  on  ."the  build- 
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ing  of  English  shipping  was  increased.  Jealousy  of 
France,  from  which  England  imported  extensively 
manufactured  articles,  wines  and  liquors,  prompted 
in  1678  the  passing  of  an  absolute  prohibition  of  all 
French  goods.  It  was  urged  against  the  East  India 
Company  that  the  articles  which  it  imported  into 
England,  muslins  and  calicoes  and  wrought  silks, 
were  highly  injurious  to  English  manufactures. 
Finally  all  these  Indian  goods  were  absolutely  pro- 
hibited. Every  effort  was  made  to  preserve  the 
woolen  trade.  The  prohibition  of  the  export  of  raw 
wool  had  never  been  very  effective.  This  measure 
was  made  more  rigid,  and  in  order  to  extend  the 
sale  at  home  the  famous  order  was  passed  which 
forbade  bodies  of  the  dead  to  be  buried  in  any  other 
material.  Dr.  Faber  has  carefully  examined  the  in- 
fluences which  brought  about  the  application  of 
protective  measures  in  favor  of  the  agricultural 
classes.  I  can  only  notice  here  that  the  Restoration 
is  a  crucial  period  in  the  history  of  the  Corn  Laws. 
The  two  great  principles  of  prohibition  of  import,  and 
bounties  on  export,  were  inaugurated  in  this  time. 

A  subject  which  has  not  received  adequate  atten- 
tion at  the  hand  of  historians  is  the  financial  history 
of  England  during  this  period.  Mr.  Buxton,  in  his 
"Finance  and  Politics,"  lays  stress  in  the  preface  of 
that  book  on  the  close  connection  between  finance 
and  the  constitutional  development  of  England  in 
the  seventeenth  century.  The  Civil  war,  largely 
brought  about  by  irregular  taxation,  was  the  cause 
of  a  great  increase  in  public  expenditure.  In  order 
to  meet  new  demands,  new  methods  of  taxation  had 
to  be  devised.  Among  the  most  important  measures 
was  the  introduction  of  the  excise   in   1643.     And  if 
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is  equally  necessary  to  remember  that  the  whole 
system  of  financial  administration — previously  in  a 
most  crude  state — was  reorganized  by  Cromwell. 

The  fiscal  point  of  view  in  the  so-called  mercan- 
tile system  is  too  often  ignored.  The  problem 
before  the  men  of  the  seventeenth  century  was  to 
provide  for  an  increase  of  national  income.  The 
modern  national  state,  with  its  enlarged  sphere  of 
activity,  was  struggling  to  supply  its  coffers  by 
forms  of  assessment  that  had  come  down  from  the 
middle  ages.  The  most  direct  way  of  accomplishing 
its  purpose,  with  the  smallest  danger  of  exciting  re- 
bellion, seemed  to  be  the  adoption  of  the  protective 
measures  which  we  have  already  enumerated. 

This  brief  review  of  the  economic  condition  of 
England  gives  us  a  background  for  Petty's  writings. 
They  can  only  be  understood  and  appreciated  as  in- 
terpreting the  questions  of  his  own  day;  and  in  the 
light  of  the  questions  of  his  own  day  they  are  most 
worthy  of  study. 

There  is  another  point  of  view — rather  wider — 
from  which  we  can  regard  his  work.  What  place 
does  he  hold  in  the  development  of  English  economic 
literature,  as  a  whole  ?  Some  answer  to  this  question 
I  have  tried  to  give  by  using  an  arrangement  in  my 
paraphrase  of  his  writings  that  might  help  us  to 
seize  the  salient  points.  A  more  satisfactory  answer 
can  be  made  when  w^e  come  to  examine  his  method 
of  thought  in  relation  to  his  own  age,  and  when  we 
have  traced  its  affinity  to  the  system  of  Ricardo  and 
Adam  Smith. 

We  have  seen  from  Petty's  life  that  he  was  an 
avowed  adherent  of  the  new  philosophy.  He  speaks 
with  respect  of  its  founder,  Bacon.     He  had  assisted 
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in  the  fouiuling'  of  the  Royal  Society,  which  was 
devoted  to  the  study  of  natural  science  and  to  the 
extension  of  the  experimental  method  of  research. 
What  evidence  do  we  find  in  his  works  of  the  influ- 
ence of  the  Baconian  philosophy  ?  In  the  preface  to 
the  "Anatomy  of  Ireland,"  he  cites  "the  judicious 
parallel"  of  Sir  Francis  Bacon  "between  the  body 
natural  and  the  body  politick,"  and  calls  his  own 
work  the  first  essay  of  political  anatomy.  In  his  early 
work  on  education  we  find  him  stating  that  "  the  only 
true  method  is  the  method  of  observation  and  experi- 
ment." A  good  illustration  of  the  method  he  here 
commends  is  to  be  found  in  the  "Quantulumcunque." 
In  arguing  against  the  wisdom  of  forbidding  the 
export  of  money,  he  says:  Countries  which  forbid 
the  export  have  no  money;  countries  which  place  no 
restriction  on  the  export  are  rich.  Careful  observa- 
tion and  analysis  are  characteristic  of  his  writings.' 
Petty  was  familiar  with  two  continental  countries — 
Holland  and  France.  In  both  of  these  countries  he 
had  been  an  intelligent  observer.  In  Ireland  his 
long  residence  had  made  him  acquainted  with  a  state 
of  culture  different  from  any  that  he  had  met  else- 
where. His  powers  of  observation  are  trained 
enough  to  discriminate  between  what  is  essential 
and  what  is  not  essential  in  whatever  he  is  investi- 
gating. Petty  believed  that  scientific  experiment 
ought  to  pla}'^  a  greater  role  than  it  did  at  his  time 
as  a  guide  to  industrial  progress.  He  did  not  confine 
its  sphere  solely  to  the  arts.  We  have  seen  his  pro- 
posals for  its  application  to  agriculture.     To  experi- 

^  Dr.  Cunningham  well  says  that  in  these  respects  he  shows  more 
power  than  in  deduction. 
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meat  in  navigation  and  land  carriage  his  own  time 
and  money  were  devoted  toward  the  close  of  liis  life. 
Petty's  obligations  to  the  Baconian  method  are 
apparent,  but  they  are  not  so  noticeable  as  his  obli- 
gations to  Hobbes.  It  is  true  that  Bacon's  name  is 
mentioned,  and  it  is  also  true  that  no  reference  is 
ever  made  to  Ilobbes.  But  it  is  certain  that  Hobbes 
exerted  a  much  greater  influence  than  Bacon  over 
him.  In  Petty's  biography  we  have  seen  his  early 
association  with  Hobbes.  This  association  did  not 
end  w^ith  Petty's  residence  in  Paris;  their  friendship 
remained  unbroken.  In  the  contemporary  life  of 
Hobbes  by  Aubrey,  in  the  list  of  Hobbes'  most  inti- 
mate friends,  Petty's  name  is  found.  Although 
Petty  depreciated  reading,  and  had  rather  a  con- 
tempt for  book  learning,  we  know  that  he  was 
acquainted  with  Hobbes'  works.  In  a  (MS)  list  of 
books  drawn  up  by  Petty  for  his  son's  use,  the  "  De 
Give  "  of  Hobbes  is  the  only  English  book  mentioned. 
Petty's  predilection  for  mathematics  is  an  evidence 
of  the  intellectual  kinship  between  Hobbes  and  him- 
self. Petty  follows  Hobbes  in  assigning  to  mathe- 
matical proof  the  highest  place.  In  the  preface  to 
his  last  "Essay  on  Political  Arithmetick,"  he  says 
"observations  expressed  by  number,  weight  and 
measure"  are  the  data  he  uses.  And,  again.  "I 
have  taken  the  course  ....  to  express  myself 
in  terms  of  number,  weight  or  measure,  to  use  only 
arguments  of  sense"  (207).  Mathematical  proof  has 
the  greatest  certainty,  and  as  the  great  aim  of  inves- 
tigation is  to  reach  certainty,  mathematical  reasoning 
is  to  be  extended  as  far  as  possible.  We  have  seen 
the  good  results  of  this  principle  when  Petty  took 
in  hand  the  Bills  of  Mortality  and  made  them  the 
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basis  of  the  new  science  of  statistics.  But  his  con- 
sistency did  not  stop  there.  His  works  are  full 
of  mathematical  computations  of  a  more  complex 
nature. 

At  this  point  we  must  make  a  distinction.  In  his 
purely  statistical  work  it  is  unjust  to  criticise  results 
when  they  are  due  solely  to  the  want  of  accurate  in- 
formation. He  was  conscious  of  the  imperfect 
sources  which  he  was  obliged  to  use,  and  he  did 
all  in  his  power  to  secure  trustworthy  data.  It  is 
quite  another  thing  "to  object  to  the  method  itself, 
and  this  in  many  cases  we  can  fairly  do.  For  ex- 
ample, granting  the  correctness  of  his  estimate  of 
the  population  of  England,  his  assumption  that  the 
population  of  a  country  always  increases  in  the  same 
ratio  (107)  is  one  whose  falsity  he  should  have  seen. 
Again,  in  elaborate  computations  he  uses  the  words 
''guess"  and  ''suppose"  frequently,  showing  that 
the  whole  argument  is  purely  conjectural.  Yet  he 
does  not  hesitate  to  use  such  arguments  to  guide  the 
policy  of  the  State. 

Petty's  preference  and  constant  use  of  the  deduc- 
tive method  may  also  be  regarded  as  a  sign  of 
Hobbes'  influence.  In  many  cases  it  is  difficult  to 
say  whether  he  employs  facts  simply  as  illustrations 
or  whether  they  have  been  used  inductively.  I 
should  be  inclined  to  say  that  the  number  of  purely 
fictitious  illustrations  invented  to  prove  or  explain 
general  principles,  shows  that  he  most  frequently 
used  observation  to  fortify  a  principle,  which  he  had 
reached  deductively.  Taking  his  great  principle 
that  value  is  determined  by  labor,  it  can  hardly  be 
said  that  he  derived  it  from  observation.  He  seems 
to  have  worked  it  out  independently,  not  taking  the 
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trouble  to  find  out  whether  it  was  objectively  true. 
When  he  asserts  that  the  price  of  silver  in  Russia 
and  in  Peru  is  determined  simply  by  the  quantity  of 
labor,  it  is  almost  certain  that  he  confidently  uses 
this  illustration,  without  investigating  its  truth. 
Statements  such  as  these  are — purely  a  priori — he  is 
constantly  making  without  being  aware  that  they 
are  less  trustworthy  than  what  he  reports  from  his 
own  observation  in  France  or  in  Holland. 

As  deductions  of  this  kind  have  played  so  large  a 
role  in  the  science  of  economics,  it  is  interesting  to 
scrutinise  them  in  the  pages  of  Petty's  works.  His 
employment  of  deductive  miethod  is  concerned  in  re- 
ducing complex  facts  to  simplicity.  He  only  means, 
he  says,  to  consider  "such  causes  as  have  visible 
foundations  in  nature.''  He  does  not  intend  to  con- 
sider those  causes  "that  depend  upon  the  mutable 
minds,  opinions,  appetites,  and  passions  of  particular 
men.'"  And  again,  he  states  that  he  only  uses 
"arguments  of  sense. "^  This  gives  his  conception  of 
nature.  In  order  to  reach  certainty  we  must  leave 
out  all  the  causes  which  he  has  particularized  as  de- 
pending on  the  mutable  properties  of  human  nature. 
When  we  analyse  these,  w^e  must  disregard  themi, 
and  what  remains  will  be  in  every  case  the  natural 
state  of  the  object  investigated.  He  shows  how  he 
applies  this  method  in  detail  in  the  case  of  rent.  The 
accidental  causes  which  afPect  rent  are  enumerated. 
These  are:  public  security,  good  administration  of 
justice,  pleasure  and  honor  of  having  land,  better 
titles,  size  of  population.  When  all  these  have  been 
accounted  for,  the  only  factor  left  is  the  land  itself; 
or  in  other  words,  the  indestructible  powers  of  the 
1  Preface  to  last  "Essay  in  Political  Arithmetic,"  207. 


90  Sir   William  Pettif.  [460 

soil  are  what  give  rise  to  rent,  and  when  we  have 
found  some  way  of  arithmetically  estimating  these, 
we  have  reached  an  expression  for  natural  rent.  In 
the  same  way,  but  not  so  fully  worked  out  in  his 
writings,  he  reaches  expressions  for  natural  price, 
for  natural  measure  of  exchange,  natural  rate  of 
wages  (338).  In  the  case  of  interest  his  use  of  the 
word  nature  is  instructive  because  the  advocates  of 
prohibiting  usury  from  Aristotle  down  also  appealed 
to  nature.  Money  was  by  nature  unproductive,  and 
no  charge  could  be  made  for  its  use.  Petty  takes 
a  directly  opposite  position.  When  he  says  interest 
is  a  reward  or  recompense  for  forbearing  the  use  of 
your  money,  he  assumes  the  contradictory  of  the 
mediaeval  view.  There  is  always  a  productive  use 
for  money.  It  can  be  invested  in  land,  and  the  rent 
of  land  gives  the  standard  for  the  natural  rate  of 
interest. 

It  is  clear  that  Petty' s  studies  in  natural  science 
had  a  great  influence  on  his  conception  of  nature. 
His  method  is  indeed  from  Hobbes,  but  in  his  con- 
ception of  the  validity  of  natural  laws  he  diverges 
from  that  thinker.  Petty  shows  decided  traces  of  that 
reverence  for  natural  conditions  which  characterizes 
Locke  and  the  philosophic  school  of  the  next  cen- 
tury. If  one  has  an  optimistic  view  of  nature  it  is 
probable  that  one  will  use  arguments  against  the  ex- 
isting state  of  things,  if  they  seem  to  violate  the 
natural  order.  Potty's  writings  show  evidences  of 
this  tendency.  He  tells  us  it  is  against  nature  to 
prohibit  the  export  of  money  (Quantulumcunque). 
In  another  place  (35)  he  remarks  that  "making  civil 
and  positive  laws  against  the  laws  of  nature"  is 
vain  and  fruitless. 
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It  is  evident  that  Petty  was  no  stranger  to  the 
political  ideal  of  Hobbes.  In  the  "Treatise  on 
Taxes"  we  are  put  in  the  way  of  tracing  Petty's 
own  conception  of  the  functions  of  the  State.  The 
widest  interpretation  is  given  to  its  powers.  There 
is  no  limitation  to  its  ^  interference.  In  education 
and  in  religion,  it  stands  supreme  over  the  individual. 
The  subject  has  a  subordinate  position.  He  must  be 
treated  with  an  enlightened  policy,  because  the 
prosperity  of  the  State  is  dependent  upon  the  pros- 
perity of  the  subject.  Every  man  is  valuable  be- 
cause he  represents  a  certain  fraction  of  that  labor 
power  by  which  the  State  is  enriched.  The  State 
should  take  care  in  no  way  to  impair  this  energy, 
but  at  the  same  time  it  can  interfere  to  secure  the 
benefit  to  itself  of  the  labor  of  its  subjects. 

Whenever  Petty  speaks  on  religious  subjects  we 
are  conscious  of  a  cynical  strain  in  his  thoughts.  He 
uses  the  canting  terms  of  his  Puritan  friends  in  an 
ironical  way  (3,  G2).  In  the  same  sentence  he  signifi- 
cantly joins  together  ale-houses  and  monks,  recom- 
mending that  in  Ireland  the  number  of  each  should 
be  diminished.  In  his  will  he  again  betrays  Hobbes' 
influence,  where  his  words  mean  that  the  authority 
of  the  state  in  religion  is  supreme:  and  in  other 
places  he  recognizes  no  individual  right  in  matters  of 
conscience,  against  the  state.  An  extension  of  this 
characteristic  is  to  be  found  in  his  complete  disre- 
gard of  any  principles  of  public  morality.  The  obe- 
dience of  the  subjects  of  a  government  depends  on 
the  power  of  their  rulers  to  reward  or  punish  them 
(2).  In  his  tract  on  Naval  Philosophy  he  calmly  asks 
the  question  whether  it  would  not  be  better,  instead 
of  emploving  seamen  in  trade,  to  use  the  same  num- 
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ber  on  the  high  seas  to  take  prizes  from  those  with 
whom  we  are  at  war.  Would  not  the  commercial 
value  of  the  prizes  be  greater  than  the  proceeds  of 
legitimate  trade  ?  He  argues  with  great  complacency 
on  the  possibility  of  transporting  the  whole  popula- 
tion of  Ireland  into  England.  He  would  erect  his 
whole  educational  reform  on  a  ground  which  must 
have  been  subversive  of  all  family  life.  The  mem- 
bers of  all  the  professions,  and  the  official  class,  were 
to  be  recruited  from  children  educated  in  asylums  and 
schools  under  the  care  of  the  state.  In  his  fearless 
consistency  in  carrying  out  an  enlightened  sensual- 
istic  principle  to  its  extreme,  he  can  be  compared  with 
the  great  Italian  political  writer  of  the  sixteenth 
century.  Outside  of  moral  questions  he  shows  a 
certain  narrowness  of  mind.  The  origin  of  this 
defect  is  to  be  sought  for  in  the  facts  of  his  own  life. 
He  was  a  successful  man,  and  from  the  road  by  which 
he  had  himself  attained  wealth  he  could  not  allow 
any  divergence.  To  the  claim  of  culture  his  train- 
ing had  not  inclined  him  to  be  sympathetic,  Masson, 
in  his  •'  Life  of  Milton," ^  has  remarked  on  the  great 
difference  between  the  educational  reforms  of  Petty 
and  Milton.  Both  men  were  alike  dissatisfied  with 
the  prevalent  methods  of  education;  both  approved 
of  radical  reforms.  But  the  line  that  Petty  follow^ed 
in  his  proposals  is  far  less  broad  and  humanizing 
than  that  of  the  poet.  He  boasted  that  he  had  read 
almost  nothing  since  he  was  twenty-five  years  old. 
He  had  few  books  himself,  and  in  a  letter  to  Boyle 
he  discourages  the  habit  of  excessive  reading,  and 
questions  its  value.  In  the  preface  to  the  "Anatomy 
of  Ireland  "  he  laments,  as  Bacon  has  done  in  the 
^  Vol.  iii,  ()5o. 
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"  De  Augmentis,"'  the  excessive  number  of  books 
that  were  being  sent  forth.  Whether  he  read  the 
classic  writers  whom  he  mentions  may  be  uncertain. 
It  is  interesting  to  see  that  he  selects  from  Aristotle 
three  books,  which  Hobbes  himself  recommends  as 
alone  valuable.  In  his  printed  works  the  only  im- 
portant names  we  find  are  those  of  Bacon,  Des  Cartes, 
and  Sir  Thomas  More. 

His  deficiencies  of  character  and  intellect  he  is 
always  ready  to  reveal.  There  is  no  hypocrisy.  He 
has  great  self-confidence.  Whether  we  find  him 
publishing  a  list  of  cheap  experiments  for  the  use  of 
the  Dublin  Society,  or  whether  we  find  him  estimat- 
ing the  value  of  each  individual,  he  never  assumes 
an  apologetic  tone.^ 

Apart  from  his  value  as  an  economist,  Petty  must 
be  given  a  high  place  among  the  political  writers  of 
his  age.  His  remarks  are  generally  judicious.  He 
interprets  clearly  the  meaning  of  what  he  saw  about 
him.  His  digression  on  the  growth  of  London  is  a 
proof  of  his  shrewdness  in  foretelling  the  continued 
westward  progress  of  that  city.  Equally  far-sighted 
is  he,  when  he  indicates  the  probability  of  the  separa- 
tion of  the  American  colonies  from  the  mother 
country  (263).  As  an  authority  on  Ireland  his  value  is 
testified  by  the  respect  with  which  he  meets  from 
those  who   have   handled   Irish  history.     His   argu- 

'A  characteristic  trait  was,  we  hear,  the  cause  of  his  failure  in 
the  experiments  of  ship-building,  which  gave  him  so  much  disap- 
pointment in  his  later  years.  "The  cause  of  the  tenderness  (of  the 
boat)  was  an  endeavor,  besides  to  introduce  a  new  principle,  to 
make  a  small  passage  boat  of  twelve  feet  broad,  yet  enough  to 
carry  horses,  hoping  to  have  gotten  some  small  matter  thereby  to 
have  defrayed  the  charges."  From  a  letter  quoted  in  a  life  of  Petty 
in  "  Biographia  Brittannia." 
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ments  for  the  Act  of  the  Union  between  Englaud 
and  Ireland  are  forcibly  expressed.  When  a  century 
later  the  Union  was  accomplished,  its  promoters  re- 
produced much  that  Petty  had  already  brought 
forward.  His  attitude  toward  the  native  Irish  can- 
not be  called  sympathetic.  Yet  it  was  an  intel- 
ligent attitude.  He  was  not  indifferent  to  Ireland's 
troubles.  He  had  studied  the  needs  of  the  people. 
The  policy  which  he  regarded  as  best  for  Ireland 
was,  as  we  might  expect,  in  the  interest  of  the  Eng- 
lish settlers.  It  was,  however,  a  well  defined  and 
enlighte'ned  policy.  It  was  the  result  of  careful 
consideration,  not  a  blind  following  of  racial  and 
religious  antipathy. 

We  have  traced  in  a  general  way  the  debt  Petty 
owed  to  Hobbes.  We  believe  his  influence  is  appa- 
rent chiefly  on  Petty's  method  and  in  the  character- 
istics of  his  thoughts.  It  is  possible  to  find  actual 
resemblances:  for  example,  in  the  analysis  of  wealth 
into  land  and  labor. ^  But  I  do  not  think  that  verbal 
identity  is  so  likely  to  prove  Hobbes'  influence  over 
him  as  does  the  kind  of  affinity  upon  which  I  have 
already  commented.  Petty  is  hardly  the  man  who 
could  be  a  mere  copyist. 

In  Sir  William  Temple  we  meet  with  a  political 
writer  who  can  well  be  compared  with  our  author. 
His  tracts  on  the  Low  Countries  and  on  Irish  trade 
deal  with  subjects  treated  fully  by  Petty.  When 
two  very  intelligent  men  are  both  reviewing  the 
same  ground,  it  is  probable  that  we  shall  find 
remarks  in  one  easily  paralleled  by  the  other.  The 
smallness  of  the  Irish  trade.  Temple  tells  us,  is  due 
to  revolutions,  political  intrigue,  bad  government  and 

^  Cf.  Reseller's  remarks  on  Hol)bes  in  his  already  cited  essay. 
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absenteeism.^  All  this  is  familiar,  but  we  look  in 
vain  for  the  peculiarities  of  Petty.  There  is  no  use 
made  of  statistical  information;  there  are  no  attempts 
to  interpret  the  facts  in  any  but  the  orclinai'y  way  of 
intelligent  observation.  I  can  find  nothing  in  Petty's 
works  which  induces  me  to  believe  that  he  owed  any- 
thing to  his  temporary  connection  with  Harrington's 
Club,  in  IGaO.  To  a  man  of  Petty's  way  of  think- 
ing Harrington's  learned  historical  disquisitions 
would  carry  little  weight.  His  political  system  was 
too  speculative  to  find  favor  with  the  practical  bent 
of  Petty's  intellect. 

With  Sir  Joshua  Child  Petty  can  be  more  justly 
compared.  They  both  were  strongly  practical  men, 
but  Petty's  scientific  acquirements  place  him  on  a 
level  which  Child,  with  his  mercantile  interests,  never 
reached.  Child,  when  he  holds  up  Holland  as  a 
model,  is  only  doing  what  every  one  did  who  was 
surprised  at  the  rapid  progress  of  that  country  in 
the  seventeenth  century.  Sir  William  Temple  ap- 
proached this  subject  in  a  much  more  scientific  spirit 
than  either  Petty  or  Child.  In  his  "Observations 
upon  the  United  Provinces  of  the  Netherlands," 
he  shows  that  he  appreciated  the  necessity  of 
studying  the  unique  position  of  Holland  in  the 
light  of  her  historical  development.  In  the  very 
point  where  Child  reveals  superficial  treatment 
by  exaggerating  the  importance  of  a  low  rate  of 
interest,  Petty  is  immeasurably  above  him.  Petty 
knows  well  enough  that  a  low  rate  of  interest  is 
an  effect  and  not  the  cause  of  industrial  prosperity. 
Child  indeed  shows  ability  in  his  treatment  of  the 
balance  of  trade.     He  saw  the  impossibility  of  test- 

'Cf.  Essay  on  Advancement  of  Trade  in  Ireland. 
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ing  the  welfare  of  a  country  by  simply  looking  at 
the  table  of  exports,  and  ingeniously  pointed  out  the 
sources  of  error.  In  the  controversy  between  the 
East  India  Company  and  its  older  rivals  Petty  had 
no  share.  In  the  dispute  Child  wrote  as  a  partisan 
of  the  East  India  Company.  Petty  approved  of 
trading  companies,  but  he  says  nothing  on  the  merits 
of  either  form  of  organization,  joint  stock  or  open 
companies. 

Samuel  Fortrey  is  once  mentioned  by  name.  With 
Fortrey's  crude  notion  of  estimating  England's 
wealth  by  the  quantity  of  coined  money  in  the  realm 
Petty  disagreed.  The  controversy  that  arose  over 
the  supposed  decadence  of  England  called  forth  one 
of  Petty's  Essays  on  Political  Arithmetic.  He  only 
notices  the  group  of  writers  whom  Fortrey  repre- 
sented to  condemn  their  whole  position  as  fallacious. 

The  economic  works  of  Mun  and  Locke  fall  out- 
side of  Petty's  lifetime.  With  Mun  (Posthumous 
Treatise,  1662)  there  are  resemblances.  His  reasons 
for  allowing  the  export  of  money  are  re-echoed  in 
Petty,  and  his  proposal  of  a  State  treasure  is  vir- 
tually approved  of  by  Petty's  arguments.  The 
many  proposals  for  poor-law  reform  noticed  in  the 
first  volume  of  Eden  testify  to  the  fact  that  Petty's 
own  remarks  on  this  topic  are  by  no  means  original. 
In  fact,  whenever  Petty  takes  up  this  question  he 
betrays  his  acquaintance  with  More's  great  work, 
nor  are  his  dirept  obligations  to  any  other  author  so 
apparent. 

In  these  respects  where  Petty  touches  the  eco- 
nomic thought  of  his  time,  and  where  he  reproduces 
it,  he  cannot  be  said  to  reveal  his  greatest  strength. 
In    the   method   which   he  adopted,  in   the  way  he 
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pointed  out  for  a  minute  analysis  of  facts,  he  stands 
unique.  His  contemporaries,  as  a  rule,  worked  in  a 
popular  way.  They  never  looked  at  economic  phe- 
nomena as  a  whole.  They  did  not  try  to  penetrate 
beneath  the  surface  of  what  they  saw.  Petty  ap- 
prehended his  subject  in  a  different  spirit.  He  be- 
lieved that  his  investigations  ought  to  be  guided  by 
a  rigorous  method.  Notwithstanding  the  occasional 
character  of  his  works,  they  show  evidences  of  sys- 
tematic care  in  their  production.  His  ''Treatise  on 
Taxes"  is  a  much  more  ambitious  attempt  to  grasp 
the  science  of  finance,  than  can  be  found  in  any  work 
of  his  contemporaries  in  England.  The  '•'Anatomy 
of  Ireland"  must  also  be  praised  for  its  breadth  of 
conception,  although,  as  he  worked  it  out,  there  is 
too  much  of  the  political  pamphleteer  and  of  ex  parte 
argument  in  its  pages. 

In  Petty  there  are  two  elements  strongly  marked. 
He  shows  himself  in  many  ways  distinctly  under  the 
limitations  of  his  own  age.  To  the  prejudice  and 
feeling  of  his  contemporaries,  he  concedes  a  great 
deal.  As  a  politician  he  is  distinctly  connected  with 
the  age  of  the  Restoration.  But  there  is  throughout 
his  writings  a  more  permanent  element;  an  element 
in  which  the  systematic  school  of  political  economy 
is  foreshadowed,  both  in  its  method,  and  in  itsr  point 
of  view.  In  his  application  of  statistical  data,  in 
his  desire  to  widen  the  realm  of  knowledge  by  prin- 
ciples of  research  approved  in  the  sciences,  he  is  the 
father  of  English  economic  science.  In  his  attempt 
to  mark  out  the  road  by  which  the  whole  field  of 
econohaic  phenomena  was  to  be  approached,  in  his 
laying  down  what  method  was  to  be  followed  in 
analysing  economic  facts,  even  in  some  of  the  re- 
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suits  he  himself  attained,  he  brings  himself  into 
close  contact  with  the  school  of  Adam  Smith  and 
Ricardo.  McCulloch,  in  his  "Literature  of  Political 
Economy,"  has  already  pointed  out  an  anticipation  of 
Ricardo's  doctrine  of  price,  which  he  had  noticed  in 
Petty.  Petty  quite  as  strongly  as  Ricardo  insists 
that  labor  alone  enters  into  price.  Any  attention  to 
capital  was  almost  entirely  out  of  Petty' s  view,  but 
in  the  '^Verbum  Sapienti"  he  expressly  says  that 
the  stock  of  a  nation  is  the  result  or  effect  of  past 
labor.  Again,  as  to  rent,  Petty  would  quite  agree 
with  Ricardo's  definition  of  rent  as  the  pa3^ment  for 
indestructible  powers  of  the  soil. 

Leaving  these  verbal  likenesses  out  of  the  ques- 
tion, there  is  a  distinct  intellectual  affinity  between 
Petty  and  Ricardo.  In  both  we  see  the  results  of  a 
mathematically  trained  mind.  They  both  aimed  at 
applying  the  rigorous  method  of  that  science  to  the 
study  of  social  phenomena.  Both  were  men  who 
had  made  large  fortunes.  In  both  their  practical 
training  had  not  been  supplemented  by  the  broaden- 
ing influence  of  education.  Petty,  like  Ricardo,  re- 
garded man  solely  as  a  labor  unit.  He,  as  well  as 
Ricardo,  is  open  to  the  reproach  of  dealing  with 
human  beings  as  if  they  were  nothing  more  than 
algebraic  symbols.  Petty's  very  frank  attempt  to 
discover  the  value  of  each  human  being  is  only 
a  crude  example  of  that  insensibility,  which  might 
find  its  parallel  in  Ricardo's  more  refined  arguments. 
The  differing  conditions  of  their  respective  times 
naturally  creates  a  divergence  between  them.  Petty's 
political  ideal  was  antagonistic  to  Ricardo.  With 
Petty  the  vital  question  is  how  to  make  the  State 
rich  and  powerful.     Ricardo  was  purely   individual- 
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istic.  It  must  of  course  be  remembered  that  in 
Petty's  days  the  problem  of  distribution  had  as  yet 
really  not  arisen.  The  revolution  caused  by  ma- 
chinery had  not  altered  the  face  of  the  industrial 
world.  Allowing  for  all  this,  it  must,  I  think,  be 
conceded  that  in  a  remarkable  way  Petty  reproduces 
under  a  seventeenth  century  garb  those  features  of 
Ri^ardo's  work,  which  have  exerted  so  potent  an  in- 
fluence on  English  thought  in  this  century.  Finally, 
it  is  extremely  curious  to  compare  Petty's  tendency 
towards  using  fictitious  illustrations  to  explain  a 
general  principle,  with  Ricardo's  employment  of  the 
same  sort  of  help.  Petty  here  deviates  from  the 
rule  he  had  set  himself,  of  always  relying  on  accu- 
rate facts,  and  what  is  especially  important  to  notice, 
in  so  doing  he  is  overcome  by  the  superior  clear- 
ness and  cogency  of  deductive  reasoning,  and,  like 
Ricardo,  gives  to  these  illustrations  the  force  of  ob- 
jective reality. 

Only  an  enthusiastic  person,  whose  studies  have 
led  him  to  exaggerate  the  object  of  his  investigation, 
would  be  bold  enough  to  speak  of  Adam  Smith  being 
anticipated  by  Petty.  A  treatise  is  different  from  a 
tract.  Recognizing  the  wide  divergence  of  aim, 
method  and  talent,  it  is  nevertheless  fair  to  point  out 
that  some  of  the  principles  which  Smith  used  in 
elaborating  his  work  are  already  existent  in  his  pre- 
decessor. It  is  in  itself  important  that  Smith  almost 
uses  Petty's  ow^n  words  when  he  says  that  the  real 
wealth  of  a  country  is  the  annual  produce  of  its  land 
and  labor.  When  Dugald  Stewart  states  that  the 
great  and  leading  object  of  Smith's  speculation  is 
'•  to  illustrate  the  provision  made  by  nature  for  a 
gradual  and  progressive  augmentation  in  the  means 
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of  national  wealth,  and  to  demonstrate  the  most 
effectual  plan  of  advancing  a  people  to  greatness," 
he  is  correct  in  indicating  that  Smith's  strong  point 
lies  in  the  extensive  field  of  historical  illustration, 
which  he  makes  use  of  in  the  course  of  his  book. 
In  the  appeal  to  nature  he  was  only  following  pre- 
vious writers,  and  also  in  his  conception  of  nature 
he  cannot  claim  originality.  Petty,  like  Smith,  pro- 
fessedl}^  dealing  solely  with  social  phenomena,  ap- 
proaches his  work  with  the  same  optimistic  conception 
of  nature,  and  uses  the  test  of  obedience  to  natural 
laws  with  a  like  confidence.  Taking  the  first  book 
of  the  "  Wealth  of  Nations,"  we  can  see  that  a  large 
portion  of  its  contents  can  be  found  in  an  undevel- 
oped form  in  Petty's  writings.  This  statement  cer- 
tainly holds  good  with  regard  to  division  of  labor 
and  the  principle  that  occasions  it,  to  price,  to  the 
rent  of  land.  The  three  sources  of  national  wealth 
are  in  one  of  Petty's  tracts,  the  "Verbum  Sapienti,'' 
distinguished  with  precision.  Petty  lays  stress  upon 
the  distinction  as  being  a  valuable  basis  for  improved 
taxation.  It  did  not  enter  within  his  purpose  to  give 
this  principle  a  wider  application.  Whatever  Petty 
has  said  on  the  subject  of  money  is  so  accurate  and 
so  penetrating  that  it  is  of  great  permanent  value. 
Smith  or  any  other  writer  can  only  follow  in  his 
footsteps,  and  repeat  what  he  has  already  said  in  his 
clear  and  luminous  treatment  of  currency  in  the 
"Anatomy  of  Ireland,"  in  the  "Treatise  on  Taxes 
and  Contributions,"  and  elsewhere.  It  is  curious 
that  Smith  when  he  takes  up  interest  approximates 
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to  Pettv's  own  definition,  almost  with  verbal  identity. 
I  shall  place  the  passages  side  by  side: 

Smith.  Petty. 

"  Interest  is  the   compensa-  ""Wherefore    when    a    man 

tion  which  the  borrower  pays  giveth  out  hismoney  upon  con- 

to   the  lender   for    the    profit  dition  that  he  may -not  demand 

which  he  has  an  opportunity  it  back  until  a  certain  time  to 

of  making  liy  the  use  of  the  come,  he  certainly  may  take  a 

money."     Bk.  1,  c-h.  0.  compensation  for  tiiis inconve- 

nience which  he  admits  against 
himself '"  (34). 

The  canons  of  taxation  prefixed  to  the  fifth  book 
are  to  be  found  either  expressly  stated  or  implicitly 
assumed  in  the  "Treatise  on  Taxes,"  with  the  excep- 
tion of  the  final  one.  As  Petty  followed  Hobbes,  and 
did  not  agree  with  Locke's  conception  of  the  limited 
sphere  of  government,  which  Smith  adopted,  we  can- 
not expect  a  coincidence  on  this  point.  I  think  I  can 
justify  the  general  assertion  by  the  following  quota- 
tions: '•  Let  the  tax  be  never  so  great,  if  it  be  pro- 
portionable unto  all,  then  no  man  suffers  the  loss  of 
any  riches  by  it"  (17).  "Ignorance  of  the  numbers, 
wealth  and  trade  of  the  people,  causing  a  needless 
repetition  of  the  charge"  (5).  "Another  cause  which 
aggravates  taxes  is  the  force  of  paying  them  in 
money  at  a  certain  time,  and  not  in  commodities  at 
the  most  convenient  seasons"  (5).  One  of  the  causes  of 
irregular  taxing,  he  says  in  the  "  Verbum  Sapienti," 
is  "the  opinion  that  certainty  of  rule  is  impossible" 
(482).  A  small  but  interesting  resemblance  between 
the  two  writers  can  be  seen  in  the  following  pas- 
sages : 

Smith:  "  The  rent  of  a  house  may  be  distinguished 
into  two  parts,  of  which  the  one  may  very  properly 
be  called  the  building  rent,  the  other  is  commonly 
called  the  ground  rent. 
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"  The  building  rent  is  the  interest  or  profit  of  the 
capital  expended  in  building  the  house.  *  '"  ''■'-'  "^^ 
This  surplus  rent  [the  second]  is  the  price  which  the 
inhabitant  of  the  house  pays  for  some  real  or  sup- 
posed advantage  of  the  situation."      Bk.  v,  ch.  ii. 

Petty. — -'An  house  is  of  a  double  nature,  viz..  one, 
wherein  it  is  a  way  and  means  of  expence,  the  other 
as  it  is  an  instrument  and  tool  of  gain''  (26). 

One  is  very  open  to  errors  in  endeavoring  to  prove 
in  a  case  of  this  sort  that  the  later  writer  has  copied 
his  predecessor.  Often  when  there  is  even  greater 
similarity  than  in  the  above  examples,  the  coinci- 
dence may  be  accidental.  Smith  did  not  recognize 
that  the  earlier  writers  whom  he  classed  as  mercan- 
tilists contained  anything  but  false  principles.  At 
the  present  day  it  is  possible  to  take  a  broader  view 
without  detracting  from  the  fame  of  the  "Wealth  of 
Nations."  A  place  in  the  development  of  economic 
doctrine  is  conceded  to  Smith's  predecessors.  Among 
them  there  is  no  one  more  worthy  of  recognition,  no 
one  whose  place  is  more  assured,  than  Petty.  How- 
ever imperfectly  he  is  interpreted  here,  enough  has 
been  said  to  establish  his  claim  to  the  respect  and 
consideration  of  the  students  of  economic  literature. 
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THE  MODERN  APPEAL  TO- LEGAL 
FORCES  IN  ECONOMIC  LIFE 

By  John  B.  Clark,  Ph.D. 
Professor  of  Political  Economy  at  Amherst  College 


President's  Address  at  the  Seventh  Annual  Meeting  of  the  American  Economic 
Association,  Columbia  College,  December  26,  1894 


THE    MODERN    APPEAL    TO    LEGAL   FORCES 
IN  ECONOMIC  LIFE. 


Two  unlike  movements  born  of  discontent  are  now  in 
progress.  Anarchism  aims  to  cast  off  law  ;  while  social- 
ism appeals  to  law,  and  proposes  to  place  under  its  control 
activities  that  now  are  free.  Common  to  both  movements 
is  embitterment  against  society  ;  but  anarchism  assimi- 
lates to  itself  that  hostility  to  law  which  naturally  re- 
sults from  evil  doing.  The  antipathy  of  the  rogue  for 
the  halter  reinforces  this  movement.  It  gathers  to  itself 
disreputable  elements,  and  by  its  outbreaks  nerv^-es  so- 
ciety to  resistance.     It  is  self-terminating. 

Socialism  appeals  to  better  classes  and  has  far  more 
strength.  Attack  the  state  and  you  excite  feelings  of 
loyalty  even  among  the  disaffected  classes  ;  but  attack 
the  industrial  system  and  appeal  to  the  state,  and  you 
may  have  loyalty  in  your  favor. 

Socialism,  moreover,  has  a  theoretical  backing  that  is 
stronger  than  any  intellectual  force  lying  back  of  an- 
archism. It  claims  to  be  able  to  prove  that  society  is 
inherently  dishonest.  It  is  the  nature  of  it,  as  is 
claimed,  to  defraud  laborers  of  a  part  of  their  product. 
It  does  this  by  the  regular  working  of  its  laws,  and 
nothing  could  be  worse  than  to  so  perfect  the  system  as 
to  make  these  laws  operate  without  hindrance.  If  this 
theoretical  point  were  completely  established  it  is  diffi- 
cult to  see  how  any  good  man  could  remain  outside  of 
the  socialistic  ranks.  We  shall  never  tolerate  a  syste- 
matic defrauding  of  laborers. 

Socialism  has  the  advantage  of  making  small   begin- 
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nings.  There  are  two  ways  in  which  a  socialistic  plan 
of  indnstrial  life  might  come,  by  successive  steps,  to 
completion.  The  state  might  assume  one  industry  after 
another,  till  none  should  be  left  in  private  hands.  The 
new  system  would  thus  spread  by  local  accretion.  On 
the  other  hand  the  state  might,  at  first,  interfere  with 
all  industries  in  a  slight  degree,  and  gradually  increase 
the  measure  of  its  control.  Socialism  would  thus  begin 
ever\' where  at  once,  and  would  grow  from  weakness  to 
strength.  It  would  be  by  intensive  progress,  rather  than 
by  extensive,  that  it  would  come,  in  the  end,  to  fully 
possess  the  field.  It  is  the  beginnings  of  this  movement 
that  need  to  be  carefully  distinguished. 

The  first  issue  to  be  settled  is  whether  socialism  has  a 
right  to  exist.  Are  its  allegations  concerning  the  present 
system  true  ?  Is  industry  proceeding  on  a  principle  of 
fraud  ?  I  wish  to  test  the  power  of  recent  economic 
theory  to  give  an  exact  answer  to  this  question. 

In  order  to  solve  this  very  general  problem,  and  thus 
to  decide  whether  or  not  our  industrial  system  deserves" 
to  be  retained  at  all,  we  have  first  to  see  how  competition 
adjusts  wages,  and,  secondly,  to  ascertain  whether  com- 
petition as  a  force  is  still  active.  If  we  discover  that 
the  force  is  generally  active,  but  is  not  unobstructed,  we 
need  to  see  whether  civil  law  can  remove  the  obstruc- 
tions. In  doing  this  Ave  shall  answer  the  second  of  the 
two  general  questions  above  stated,  and  determine  what 
type  of  legal  action  will  perfect  the  industrial  system.  If 
the  natural  law  of  wages  is  an  honest  and  beneficent 
law,  and  if  it  works  fairly  well  and  can  be  made  to  work 
better,  then  we  know,  at  least,  at  what  we  should  aim  in 
all  civil  law  making.  It  will  remain  only  to  frame  the 
statutes  that  will  accomplish  the  purpose  in  view.  Very 
decisive  will   it  be   of  the   trend   of  legislation,  and  of 
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public  tlioiiglit,  if  we  shall  find  that  there  are  working 
in  society  forces  that,  where  they  have  their  way,  give  to 
a  workman  what  he  creates,  and  also  enable  him,  as 
time  advances,  to  create  more  and  more.  Honesty  and 
progressive  productivity  are  traits  that  will  do  more 
than  to  save  a  system  that  possesses  them.  They 
will  convert  embitterment  into  an  enthusiasm  of 
loyalty.  They  will  settle  for  reasonable  men  the  ques- 
tion how  to  treat  the  existing  social  order.  It  is  some- 
thing to  be  kept  and  perfected.  The  study  that  assures 
us  of  this,  incidentally  shows  how  the  work  is  to  be  done. 
It  reveals  a  line  of  public  policy  that  is  safe  and  efficient, 
and  that  offers  an  outlet  for  the  reformatory  energ}-  that, 
with  a  zeal  that  is  not  according  to  knowledge,  is  now 
trying  to  undermine  society. 

I  shall  try  to  show  that  society  is  organized  on  a  plan 
that  is  essentially  sound,  and  that  law  may  facilitate  its 
development.  This  special  work,  which  the  law  has  to 
do,  falls  within  its  time-honored  function  of  protecting 
person  and  property.  Yet,  in  a  sense,  it  is  a  new  work  ; 
for  it  demands  specific  things  that  have  never  been 
done.  There  is  not  one  of  them  that  is  not  in  harmony 
with  the  spirit  of  all  accepted  law.  Yet  they  all  deal 
with  industrial  interests,  and  a  very  slight  change  would 
give  them  a  socialistic  trend.  The  line  of  cleavage  that 
separates  the  policy  that  is  germane  to  the  universally  ac- 
cepted purpose  of  the  state  from  that  which  is  contrary 
to  it,  is  a  delicate  line  ;  but  it  is  clearly  traceable.  We 
shall  follow  it  in  connection  with  two  critical  issues 
that  are  now  pending. 

We  are  looking  deeply  for  the  trait  that  puts  the  social- 
istic brand  on  a  measure ;  and  we  are  using  terms 
strictly.  There  are  proposed  laws  that  look  innocent ; 
but  they  reveal  a  distrust  of  the  natural  or  competitive 
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method  of  adjusting  shares  in  distribution,  and  they 
would  introduce,  at  some  point,  an  arbitrary  principle  of 
division.  Such  measures  seem  to  me  to  contain  the 
quintessence  of  socialism.  It  would  take  only  a  short 
series  of  them  to  make  radical  changes  in  economic  life. 

On  the  other  hand  there  are  measures  that  look  more 
radical.  Some  states  own  railroads  and  are  yet  free  from 
the  danger  of  running  into  that  genuine  socialism  that 
aims  to  change  the  law  of  wages.  Such  direct  exten- 
sions of  governmental  industry  will  find  their  limit ; 
and  it  will  be  far  short  of  the  point  at  which  the  general 
law  of  wages  would  be  affected.  There  is  a  pseudo-so- 
cialism that  is,  in  appearance,  startling,  and  there  is  a  gen- 
uine socialism  that  looks  harmless.  The  test  of  gen- 
uineness is  in  the  motive  and  the  end  of  the  movement. 
Is  it  caused  by  a  distrust  of  the  natural  law  of  distribu- 
tion ?  Does  it  aim  to  change  that  law  ?  If  so  it  is  truly 
socialistic. 

There  are  opportunities  for  fraud  in  the  distribution  of 
wealth,  and  it  is  time  that  the  important  ones  were 
closed.  iV  more  perfect  legal  mechanism  would  enable 
us  to  do  it.  The  fraud  to  be  dealt  with  is  not  the  re- 
sult of  competition.  The  tendency  of  competitive  forces 
themselves  is  to  repress  it.  The  natural  working  of 
economic  law  is  in  perfect  harmony  with  the  purpose  of 
civil  law.  Both  tend  to  make  the  wealth  getting  process 
honest.  The  natural  effect  of  both  is  to  give  to  a  pro- 
ducer what  he  creates.  In  order  that  this  result  may  be 
realized  civil  law  needs  to  be  subtle  and  pervasive.  It 
must  extend  its  control  into  regions  not  now  reached. 

If  a  man  were  living  in  isolation  his  income  would  be 
literally  his  product.  Make  him  the  monarch  and 
owner  of  an  island,  and  the  fruits  that  he  raises  and  the 
clothing  that  he  makes  constitute,  in  themselves,  his  in- 
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come.  This  ceases  to  be  true  when  trading  begins.  A 
modern  producer  does  not  wisli  to  keep  the  identical 
things  that  he  makes  ;  but  he  does  want  to  keep  the 
value  that  he  brings  into  existence. 

How,  in  modern  life,  is  it  possible  to  tell  whether  he 
does  so  or  not?  A  laborer  no  longer  makes  whole  ar- 
ticles. He  receives  raw  materials,  puts  his  touch  on 
them,  and  passes  them  to  another  worker  in  the  series. 
When  the  articles  are  quite  finished  they  are  carried  out 
of  sight  by  currents  of  commercial  exchange.  These 
currents  are  untraceable.  No  man  in  a  modern  work- 
shop knows  whither  the  finished  products  will  go,  nor 
whence  will  come  the  articles  received  in  exchange  for 
them.  It  is  difficult  to  measure  the  true  value  of  the 
things  that  go  and  the  value  of  the  things  that  come, 
and  to  find  how  they  are  related  to  each  other.  It  looks 
as  though  the  connection  between  the  two  sets  of  ar- 
ticles were  lost,  and  as  though  commercial  forces,  that 
the  workman  can  neither  influence  nor  comprehend,  had 
him  at  their  mercy.  It  is  much  as  though  he  were 
throwing  pebbles  into  the  sea,  and  accepting  for  use 
whatever  the  waves  might  cast  at  his  feet. 

Indeed,  the  case  is  even  more  perplexing ;  for  even 
the  little  touch  that  a  worker  puts  on  things,  as  they  pass 
through  his  hands,  he  does  not,  of  himself  alone,  impart. 
He  has  capital  to  aid  him.  If  he  be  pegging  shoes,  he 
does  not  personally  drive  a  single  peg ;  nor  does  he  by 
right  of  production  own  the  wealth  literally  embodied 
in  a  single  one.  He  owns  a  certain  undivided  share  in 
the  wealth  represented  by  an  endless  series  of  driven 
pegs.  If  he  is  to  measure  the  product  that  is  naturally 
his,  he  must  first  ascertain  how  much  he  personally  con- 
tributes to  this  endless  series. 

This  problem  can  be  solved.     It  is  possible  to  identify 
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the  fractional  coiitribiition  that  labor  alone  makes  to 
commodities. 

Let  a  factory  employ  a  thonsand  men,  and  a  million 
dollars'  worth  of  capital.  A  hnndred  men  might  be 
added  to  the  working  force  with  no  change  in  the  total 
amount  of  capital  there  used.  The  capital  would  undergo 
some  changes  of  form.  Tools  would  be  reduced  in  cost- 
liness ;  but  they  would  be  so  increased  in  number  that 
eleven  hundred  men  could  use  them  advantageously. 

The  men  tlnis  added  to  the  original  force  represent  a 
definite  increase  in  the  output  of  the  mill.  With  a 
thousand  workers  it  produced  2,000  yards  of  cloth  per 
day  ;  now  it  makes  2,000  +  n  :  the  making  of  n  yards  per 
day  is  solely  due  to  the  presence  of  the  gang  of  a  hun- 
dred men,  which  we  may  term  the  final  unit  of  labor. 
The  value  of  n  yards  of  cloth,  less  the  cost  of  materials, 
is  the  normal  daily  wage  of  a  hundred  men.  We 
assume  that  competition  exists.  There  are  many  mills 
of  this  kind,  and  a  man  who  betakes  himself  from  one 
to  another  seeking  employment  virtually  carries  in  his 
hand  a  hundredth  part  of  the  value  that  the  m.aking  of  n 
yards  of  cloth  will  create.  It  is  this  that  he  can  create 
each  day,  and  can  make  over  to  the  master  who  may 
employ  him.  If  one  employer  will  not  pay  him  about 
this  amount  another  probably  will.  If  familiar  laws  of 
economics  are  not  obstructed  in  their  action,  the  one 
hundredth  part  of  n  }'ards  of  cloth  is  daily  sold  for  the 
benefit  of  every  worker,  and  the  price  of  it,  less  the 
cost  of  materials,  is  made  over  to  him  as  a  wage.  More 
than  this  specific  product  an  employer  cannot  give  to 
him.  Paying  more  would  entail  a  loss.  As  much  as 
this  the  employer  must  give  under  a  perfect  action  of 
competitive  law. 

While  this  mode  of  statement  may  seem  to  give  to 
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the  principle  of  the  final  prodnctixity  of  la]x)r  a  theo- 
retical color,  there  is  no  danger  that  business  men  will 
deny  the  validity  of  the  principle  itself.  Ability  to  pay 
wages  depends  on  the  making  of  goods.  A  man  will  be 
discharged  if  his  presence  in  the  mill  is  not  worth  what 
is  paid  to  him ;  and  this  means  that  his  presence  secures 
to  the  employer  a  definite  quantity  of  goods ;  and  that 
their  value  is  his  natural  wage. 

It  is  essential  to  the  validity  of  this  test  of  the  pro- 
ductivity of  labor  that  it  be  applied  on  a  distinctly  social 
scale.  We  have  called  the  value  created  by  making  n 
yards  of  cloth  the  natural  daily  wage  of  a  hundred  men. 
It  would  not  be  so  unless,  in  every  other  industry  in 
the  system,  the  final  productivity  of  labor  were  being 
tested,  and  its  pay  w^ere  gauged  by  the  result.  Moreover 
in  a  society  in  Vvdiich  competition  may  be  supposed  to 
have  done  its  full  work,  the  tests  all  show  the  same  rate 
of  productivity.  For  this  reason  the  market  tends  to- 
ward a  uniformity  of  pay.  We  may  disregard  the  dif- 
ferences  in  working  capacity  that  exist  between  men  by 
assuming  that  in  each  gang  of  a  hundred  laborers  all 
grades  of  efficiency  are  represented.  We  may  throw 
other  familiar  variations  out  of  account.  It  will  then 
be  true  that  the  product  of  the  final  unit  of  labor  in  one 
industry  will  equal,  in  value,  the  product  of  the  final  unit 
in  every  other.  In  woolen  manufacturing  the  output 
attributable  to  a  single  gang  of  a  hundred  men  is  n 
yards  of  cloth  ;  in  a  shoe-shop  it  is  Ji  pairs  of  shoes ;  in 
a  smelting  furnace  it  is  n  hundred-weight  of  steel.  If 
so,  then  these  amounts  of  different  commodities  less  the 
cost  of  their  several  materials  represent  equal  values.  If 
men  can  produce  more  and  get  more  in  industr}-  number 
one  than  they  can  in  number  two,  they  will  migrate  from 
the  latter  industry  to  the  former,  until  the  inequality 
disappears. 
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Here  again,  the  verdict  of  the  practical  world  may  be 
safely  appealed  to.  The  business  man  knows  that,  in 
the  long  run,  the  wages  that  he  must  pay  are  about 
equal  to  those  that  others  pay ;  and  these,  as  we  know, 
are  governed  by  what  men  are  worth  in  other  employ- 
ments. The  goods  that  labor  can  create,  in  any  one  of 
twenty  different  employments,  furnish  the  standard  of 
productivity  to  which  the  pay  in  any  one  of  the  twenty 
conforms. 

Wages,  then,  depend  on  the  value  that  the  final  unit 
of  labor  can  create  in  the  general  system  of  affiliated 
industries.  If  one  industry  were  a  complete  monopoly 
it  could  not  force  wages  below  the  rate  fixed  by  the 
final  productivity  of  labor  in  other  industries.  If  one 
corporation  owned  every  woolen  mill  in  the  world,  while 
other  industries  were  in  the  hands  of  separate  and  com- 
peting owners,  the  rate  of  pay  in  the  monopolized  in- 
dustry would  conform  to  the  final  productivity  of  labor 
in  the  others.  This  inter-groupal  equalization  of  earn- 
mgs  IS  the  thing  that  it  is  of  most  importance  to  pre- 
serve. 

A  real  monopoly,  however,  can  influence  the  general 
rate  of  wages.  While  its  own  rate  of  pay  must  conform 
to  the  figure  that  is  set  in  the  general  market,  the  action 
of  the  monopoly  somewhat  depresses  that  standard  fig- 
ure. It  mislocates  labor,  and  forces  an  undue  proportion 
of  it  into  industries  that  are  open  to  competition.  What 
it  wants  is  a  high  price  for  its  own  special  product,  and 
it  can  get  this  only  by  reducing  the  amount  created. 
This  means  fewer  men  in  its  own  shops,  more  men  in 
other  shops,  and  a  reduced  product  per  man  in  these 
other  establishments. 

Moreover,  the  monopoly  can  import  into  its  own 
special  field  the  low  rate  of  wages  that  it  has  helped  to 
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create  elsewhere.  Having  deprived  men  in  other  indus- 
tries of  a  part  of  their  productive  power,  it  can  refuse  to 
give  men  in  its  own  shops  more  than  these  other  men 
produce.  Not  merely  on  consumers,  but  also  on  pro- 
ducers, and,  in  particular,  on  laborers  are  the  extortions 
of  a  true  monopoly  practised. 
C 


3      J'     K  o      o' 

If  A  E  equals  the  number  of  laborers  in  an  industry, 
F  J  the  number  in  a  second,  and  K  O  the  number  in  a 
third,  it  follows  from  what  has  been  said  that  the  final 
unit  of  labor  is  equally  productive  in  all  three.  The 
product  of  these  final  units  is  measured  by  the  lines  D  E^ 
J  I.,  and  ON.,  which  are  equal.  The  line  ^iV  gauges, 
by  its  distance  from  A  (9,  the  general  rate  of  wages.  If 
the  first  industry  becomes  a  true  monopoly  it  will  dis- 
charge some  of  its  men,  and  they  will  be  forced  into 
other  employments.  If  we  disregard,  for  the  moment, 
the  question  how  much  capital  will  actually  go  with  the 
labor  into  other  employments,  we  may  make  the  suppo- 
sition that  enough  of  it  migrates  with  the  labor  to  en- 
able the  final  man  in  each  of  the  new  employments  to 
which  he  goes  to  create  as  many  goods  as  did  the  final 
man  before  the  transfer  was  made.  The  price  of  these 
goods,  however,  will  be  lower  than  before.  The  pro- 
duct of  the  final  labor,  in  value,  becomes  y  /'  instead  of 
y/,  and  O'  N'  instead  of  O  N.  This  sets  a  new  stand- 
ard of  wages,  as  indicated  by  the  line  B '  N' .     Although 


18  Ainerican   Econoinic  Association.  [490 

in  the  first  industry  the  amount  of  labor  has  become 
A  E '  instead  of  A  E^  and  although  the  product  of  the 
final  unit  of  '\\.\s  E'  D'  instead  of  E D^  the  wages  paid 
in  this  industry  are  only  ED".  They  conform  to  the 
final  productivity  of  labor  in  other  employments.  The 
area  B'  B"  D'  E"  represents  a  value  created  by  labor  in 
the  monopolized  employment,  but  kept  by  the  employer 
as  a  profit  due  to  the  monopoly. 

One  question  is  then  answered.  The  market  tends  to 
pay  as  a  wage  what  an  individual  laborer  is  worth. 
But  the  case  last  studied  suggests  the  question  how  ac- 
curately the  law  operates  in  practice.  May  it  not  be  an 
honest  law,  but  be  so  vitiated  in  its  working  as  to  give 
a  dishonest  result  ? 

It  looks  as  though  the  world  were  full  of  monopolies, 
and  as  though  final  productivity  of  labor  must  be  ab- 
normally low.  Moreover  the  method  of  adjusting  wages 
by  means  of  strikes,  or  tests  of  endurance  between 
employers  and  employed,  raises  the  question  wdiether  the 
resulting  rate  stands  in  any  connection  with  the  final 
productivity  of  social  labor.  In  showing  a  theoretical 
connection  between  them,  have  we  not  drawn  a  picture 
of  a  vanishing  condition  ?  We  will  test  these  disturb- 
ing influences  in  reverse  order.  It  is  safe  to  say  that 
actual  wages  are  now  as  truly  controlled  by  the  pro- 
ductivity of  labor  as  they  ever  were. 

The  old  way  of  adjusting  wages  was  full  of  deviations 
from  ideal  standards.  Let  men  make  their  way 
separately  from  employer  to  employer,  refusing  the  offer 
of  one  and  accepting  that  of  another,  and  very  many  of 
them  will  fail  to  get  what  the  theoretical  principle  would 
give  them.  The  modern  plan  masses  these  innumerable 
variations,  and  makes  the  total  deviation  from  the 
standard  set  by  law  a  visible  and  more  or  less  measurable 
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amount.  It  should  make  it  smaller  than  the  aggregate 
of  the  deviations  under  the  old  plan. 

The  former  mode  of  action  involved  countless  in- 
dividualistic strikes.  If  it  gave  a  man  any  benefit  from 
competition  it  forced  him  to  refuse  work  again  and 
again.  If  he  were  alwa}'s  to  take  the  rate  of  pay  first 
offered,  his  wages  would  tend  only  downward.  The 
wastes  in\-olved  in  the  unconcerted  and  continuous 
striking  that  actually  went  on  were  great,  and  were  of  a 
kind  that  could  not  be  measured.  The  present  plan 
organizes  these  numberless  individual  refusals  to  work 
into  the  concerted  withholding  of  labor  that  is 
accurately  termed  a  strike.  The  waste  is  easily  smaller 
than  was  the  total  of  the  wastes  under  the  old  plan. 
Moreover  the  massed  idleness  represented  by  a  strike  is 
something  that  can  be  measured  and,  "in  a  practical  way, 
dealt  with. 

The  old  system  tolerated  large  differences  of  earnings 
in  different  employments.  It  was  inefficient  in  the  di- 
rection of  inter-groupal  or  social  competition.  The 
strike  involves  a  direct  appeal  to  the  natural  and  general 
standard  of  wages,  the  final  productivity  of  distinctly 
social  labor.  It  challenges  a  comparison  between  what 
the  men  demand,  and  what  men  in  other  industries  are 
creating  and  getting.  If  it  be  persisted  in,  it  causes  an 
effort  to  fill  the  vacated  places  with  men  who  must  often 
be  taken  from  other  parts  of  the  industrial  field,  * 

*The  question  arises  whether  labor  needed  to  fill  places  vacated  by 
a  strike  may  not  come  from  a  reserve  force  of  unemployed  workmen. 
If  this  is  the  case  can  it  not  be  had  for  less  than  the  final  unit  of  labor 
in  actual  employment  is  producing?  The  full  discussion  of  this 
possibility  would  take  us  far  ;  but  some  things  are  clear.  Chronically 
idle  men  are  not  available.  They  are  of  inferior  quality,  and  cannot, 
by  tb.eir  presence,  force  good  workers  to  accept  a  rate  of  pay  that  con- 
forms to  the  productive  power  of  inferior  ones.  If  the  reserve  force 
of  the  unemployed  consists  in  men  who  are,  as  it  were,  in  transit 
from  one  employment  to  another,  they  at  least  have  employments  in 
sight,  and  cannot  be  permanently  retained  in  any  industry  for  less 
than,  in  the  general  field,  they  are  capable  of  producing. 
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If  it  were  possible  to  disregard  economic  friction,  and 
to  assume  that  labor  is  perfectly  mobile. and  competition 
efficient,  we  could  formulate  an  exact  rule  for  determin- 
ing what  strikes  would  have  a  prospect  of  success. 
Those  that  should  claim  more  than  the  final  product  of 
social  labor  would  fail,  while  those  that  should  claim 
less  would  succeed.  The  comparison  between  the  local 
rate  of  pay  and  the  social  rate  of  productivity,  would 
be  decisive. 

Admit  now  that  friction  exists,  and  that .  labor  is  not 
perfectly  mobile,  and  the  rule  just  stated  becomes  less 
exact  in  its  practical  working ;  but  with  deviations  it  is 
still  the  rule.  The  strike  that  claims  much  more  than 
the  product  of  marginal  labor  will  usually  fail,  and  the 
one  that  demands  much  less  will  succeed.  There  may 
be  different  views  as  to  the  significance  of  the  word 
ifiitch  in  this  formula.  As  to  how  far  above  the  stand- 
ard of  general  earnings  the  claim  of  a  strike  may  go, 
with  transient  success,  may  be  a  doubtful  point. 

There  is  no  uncertainty  as  to  the  standard  about  which 
wages,  as  adjusted  by  strikes,  must  fluctuate.  Every- 
where they  are  fixed,  not  merely  by  local  conditions,  but 
by  a  reference  to  a  social  standard  of  productivity  of 
labor.  Inter-groupal  competition  is,  under  present  con- 
ditions, a  particularly  efficient  force. 

It  is,  of  course,  the  strike  that  does  not  occur,  but  that 
might  occur,  that  is  of  most  value  to  laborers.  The  pay 
that  could  be  secured  by  a  strike  is  often  conceded  with- 
out one  ;  and  that,  again,  is  the  amount  that  marginal 
.labor  is  worth  in  the  general  field.  Natural  law  works 
through  labor  unions.  We  shall  see  that,  by  means  of 
them,  it  is  capable  of  giving  more  accurate  results  than 
were  formerly  possible. 

Not  so  clear,  at  first  glance,  is  the  case  of  entrepren- 
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eurs'  unions  termed  trusts  or  monopolies.  Yet  it  is  al- 
ready evident  that  competitive  law  works  in  spite  of 
tliem.  It  is  my  belief  that  it  may  be  made  to  work 
through  them.  That  competition  that  is  general  in  its 
scope  may  make  use  of  trusts,  as  it  does  of  laborers' 
unions. 

A  trust  unites  entrepreneurs  in  one  industry  ;  and  it 
challenges  a  comparison  between  the  gross  profits  that 
it  secures  for  its  members,  and  the  earnings  of  labor  and 
capital  in  other  industries.  Not  far  above  the  standard 
set  by  the  social  productivity  of  labor  and  capital  can 
the  gains  of  most  trusts  be  permanently  carried. 

It  is  a  familiar  fact  that  a  wholesome  fear  of  outside 
competition  holds  trusts  in  check.  It  sets  a  limit  on 
their  action  in  curtailing  production  and  raising  prices. 
Up  to  a  limit  this  policy  may  be  pursued  ;  if  it  is  carried 
farther  new  competitors  appear  and  special  profits  are 
in  danger  of  vanishing.  The  limit  is  not  as  narrow  as 
it  might  be.  I  do  not  claim  for  this  action,  as  it  now 
goes  on,  an  ideal  degree  of  efficiency.  What  I  do  claim 
is  that  this  type  of  competition  already  reveals  its  nature 
and  its  ultimate  power  to  hold  seeming  monopolies  in 
check. 

We  noted,  as  the  worst  abuse  connected  wdth  a 
genuine  monopoly,  a  mislocating  of  labor,  and  a  reduc- 
tion of  the  social  standard  of  its  earnings.  If  a  trust 
cannot  greatly  raise  prices  it  cannot  greatly  mislocate 
labor.  The  prices  of  its  goods  rise  only  as  the  produc- 
tion of  them  is  curtailed,  and  only  thus  are  laborers 
crowded  into  other  industries,  with  an  attendant  reduc- 
tion of  their  producing  power  as  a  result.  Whatever 
protects  the  public  from  extortionate  prices  protects 
laborers  from  a  lowering  of  the  standard  to  which  their 
pay    conforms.       The    trust    is    primarily   a    strike    of 
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entrepreneurs  against  consumers.  If  successful  it  in- 
cidentally operates  against  laborers.  If  it  is  not  suc- 
cessful it  does  not  do  so.  The  protector  of  the  laborer 
in  every  instance  is  the  competing  entrepreneur,  whose 
action  tends  to  make  prices  noniial.  It  is  he  who  sus- 
tains the  productive  power  of  labor  in  the  social  field. 
Normal  prices  of  goods  mean  normally  located  labor ; 
and  this  means  labor  at  its  maximum  of  productive 
power  and  pay.  A  social  or  inter-groupal  competition  is 
here  efiicient. 

We  have  undertaken  to  find  the  thin  end  of  the  social- 
istic wedge.  Two  types  of  action  are  open  to  the  state 
in  connection  with  the  combinations  of  laborers,  on  the 
one  hand,  and  those  of  entrepreneurs,  on  the  other. 
One  policy  introduces  an  arbitrary  element  into  the  ad- 
justment of  wages  and  prices  ;  the  other  relies  on  social 
or  inter-groupal  competition,  and  secures  for  it  a  clear 
field  for  action. 

Strikes  now  rely,  in  part,  on  an  unnatural  influence. 
They  terrorize  non-union  men.  This  often  makes  the 
adjustment  of  wages  a  prolonged  tragedy,  and  is  so  ob- 
viously intolerable  that  not  a  word  should  here  be  wasted 
in  demonstrating  what,  in  this  connection,  is  the  duty  of 
the  state.  That  would  scarcely  be  a  government  at  all 
that  should  refuse  to  exert  its  power  in  protecting  men 
in  their  right  to  work. 

The  reason  for  a  certain  tardiness  in  enforcing  this 
right  is  a  latent  feeling  among  the  people  that  such  ac- 
tion needs  to  be,  in  a  way,  offset  by  action  of  an  oppo- 
site kind.  It  is  clear  that  completely  protecting  non- 
union men  takes  one  strategic  resource  out  of  the  hands 
of  the  trade  union.  Ought  we  not  to  avoid  the  neces- 
sity for  doing  this  ?  Would  not  courts  of  arbitration, 
with  coercive  power,  enable  us  to  shun  the  delicate  issue. 
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by  removing  the  need  of  any  terrorizing-  policy  ?  It  is 
clear  that  arbitration  needs  to  be  conipnlsory  in  order  to 
fully  accomplish  this  purpose.  If  the  adjustment  made 
by  a  court  can  be  accepted  or  not,  it  will  be  refused 
whene\-er  the  men  can  gain  more  by  continuing  the 
strike,  with  whatever  of  violence  that  involves. 

Shall  we  rely  on  enforced  arbitration  as  a  substitute 
for  a  vigorous  policy  of  preserving  the  peace?  The 
more  obvious  of  the  objections  to  the  fixing  of  wages  by 
a  decree  of  a  court  is  the  infringement  of  personal  rights 
that  it  involves.  If  such  a  decision  is  to  be  worth  any- 
thing it  must  not  only  say  to  an  employer,  "  So  much 
you  must  pay  if  you  run  your  inilP'' ;  but,  "  So  much 
yQiWVi\.w&\.-^^y  and  actually  run  the  miliy  To  the  men 
it  must  also  say,  "  So  much  you  must  take  and  actually 
worky 

By  reason  of  this  objection  on  the  legal  side,  the  con- 
clusive objection  on  the  economic  side  is  in  danger  of 
falling  out  of  sight.  The  decree  of  a  coercive  tribunal 
would  not  need  to  conform  to  the  true  standard  of  wages, 
the  final  productivity  of  social  labor.  It  would  intro- 
duce into  distribution  a  genuinely  arbitrary  element, 
with  a  very  large  ultimate  power  to  pervert  the  natural 
system. 

On  the  other  hand  a  court  with  no  power  but  that  of 
public  opinion  behind  it  would  learn  to  make  its  deci- 
sions conform  to  the  natural  standard  of  wages.  It  would 
aim  to  announce  about  that  rate  of  wages  which  a  strike, 
if  it  were  pushed  to  the  bitter  end,  would  probably  es- 
tablish. It  would,  in  one  way  or  another,  ascertain  the 
standard  to  which  wages  tend  to  conform,  respect  that 
standard  in  its  decisions,  and  by  so  doing  avoid  much  of 
the  waste  and  embitterment  of  strikes.  Between  coer- 
cive and  non-coercive  arbitration  runs  the  dividing  line  of 
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wliicli  we  have  spoken.     The  one  perverts  natural  law, 
and  the  other  strengthens  it. 

If  we  see  to  it  that  wages  conform  to  the  final  pro- 
ductivity of  social  labor,  we  should  see  to  it  that  trusts 
do  not  lower  that  standard.  Here  lies  a  part  of  that 
compensating  action,  favorable  to  labor,  which  the 
public  is  rightly  but  vaguely  demanding.  We  shall  ac- 
complish the  work  if  we  can  secure  natural  prices  of 
goods.  We  have  seen  how  inseparably  bound  are  the 
action  of  a  monopoly  on  price,  and  its  action  on  the 
standard  wage.  If  we  restrain  perversions  of  the  one, 
we  restrain  perv-ersions  of  the  other. 

How  shall  we  do  it  ?  Shall  we  regulate  prices  by 
law  ?  If  we  do  this  by  setting  direct  figures  at  or  below 
which  things  must  be  sold,  we  run  upon  trouble.  If  the 
figures  enjoin  merely  maximum  prices,  they  must,  for 
certain  reasons,  be  too  high  to  do  much  good.  The  play 
that  would  go  on  below  them  would  allow  prices  to  rise 
above  their  natural  limits  more  than,  in  most  cases,  they 
now  do.  If  we  decree  at  just  what  prices  the  goods 
must  actually  be  sold,  we  introduce  an  influence  that 
could  not  be  tolerated  over  night. 

Suppose  we  accompany  the  protection  extended  to  the 
non-union  laborer  by  an  equally  efficient  protection  ex- . 
tended  to  the  non-union  employer.  The  outside  com- 
petitor of  the  trust  is  here  the  man  to  be  considered. 
We  have  called  him  the  natural  protector  of  the  work- 
man ;  for  it  is  he  who  prevents  the  mislocating  gf  labor 
and  the  lowering  of  the  standard  of  its  pay.  If  we  can 
tie  in  one  bundle  the  measures  that  protect  free  and 
competing  labor,  and  those  that  protect  free  and  com- 
peting wealth,  we  shall  make  the  industrial  system 
natural  and  honest  throughout. 

A  certain  terrorism  is  now  practiced  on  the  workman's 
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ally,  the  non-union  employer.  It  causes  an  extended 
and  continuous  business  tragedy,  which,  on  its  different 
plane,  is  parallel  to  that  created  by  the  terrorizing  of 
non-union  workmen.  The  competitors  of  a  trust  are 
driven  to  the  wall  by  a  cut-throat  method  of  competition. 
Can  this  be  prevented  ?  Not  easily  ;  but  here  is  a  case 
where  the  difficulty  of  doing  a  thing  is  overborne  by  the 
necessity  for  doing  it.  The  two  together  call  for  that 
type  of  statesmanship  which  is  able  to  meet  modern 
state  exigencies.  If  it  required  an  ability  to  do  what  is 
now  impossible,  this  would  not  imply  that  the  thing 
that  is  needed  will  not  be  done  ;  for  in  statesmanship,  as 
in  other  spheres  of  life,  power  grows  with  the  demands 
that  are  made  upon  it.  The  thing  that  is  impossible  to- 
day may  be  done  to-morrow,  and  that  not  only  because 
leaders  will  have  more  of  personal  insight,  but  -because 
the  people  have  a  reserve  of  power  that  enables  them  to 
accomplish  what  is  needed.  The  necessity  for  securing 
a  definite  result  sets  in  movement  the  popular  force  that 
is  able  to  secure  it. 

We  have,  therefore,  advanced  far  on  the  way  to  the 
condition  in  which  we  may  be  secured  against  the  evils 
of  a  half  evolved  system  of  trusts  if  w^e  know  what 
measure,  difficult  though  it  may  be,  would  protect  us 
from  these  injuries.  Let  us  see  what  ought  to  be  done. 
Let  us  be  sure  what  will  happen  if  we  do  it,  and  what 
will  follow  if  we  do  not. 

The  power  of  a  trust  for  evil  depends  on  some  form, 
of  personal  discrimination  in  commercial  dealing.  It 
depends  on  a  power,  lodged  in  some  corporation,  to  treat 
customers  unequally.  If  no  corporation  were  able  to 
give  A  better  terms  than  it  gives  to  B  the  trust  would 
be  deprived  of  the  weapon  that  is  really  dangerous. 

One  form  of  such  unequal  dealing  has  already  been 
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attacked  b}-  the  law.  This  consists  in  the  special  rates 
of  freight  still  covertly  made  by  railroads  to  favored 
shippers.  If  a  trust  can  get  its  goods  carried  more 
cheaply  than  can  its  rivals,  it  can  drive  these  rivals  from 
the  field,  even  if  it  does  not  itself  make  special  rates  to 
different  purchasers  of  its  own  goods.  The  peculiar 
power  of  the  trust,  however,  consists  in  this  ability  to 
make  discriminating  prices  to  its  own  customers  ;  and 
this  power  resides  entirely  in  its  own  hands.  It  can  sell 
its  products  in  one  place  more  cheaply  than  it  sells  them 
elsewhere.  Where  a  competitor  has  secured  a  local 
trade,  it  can  ruin  him  by  flooding  his  market  with  goods 
sold  below  the  cost  of  producing  them.  In  the  interim 
the  tru^  can  maintain  itself  from  the  returns  that  come 
from  other  localities.  If  the  low  prices  had  to  be  uni- 
versal, the  powerful  corporation  would  ruin  itself  as 
rapidly  as  it  would  its  rival. 

Low  prices  on  one  grade  of  goods  produced  by  a  rival 
whom  it  is  desirable  to  crush  act  in  a  similar  w^ay.  Dis- 
crimination, unequal  commercial  dealing,  is  the  general 
name  for  the  whole  process.  The  aim  of  it  is  the  sup- 
pression of  normal  competition.  It  is  contrary  to  the 
spirit  of  civil  law,  and  to  the  natural  working  of  eco- 
nomic law.  Whatever  civil  action  removes  it  harmonizes 
with  industrial  evolution,  and  tends  to  give  us  natural 
wages  by  securing  natural  prices. 

I  am,  fortunately,  not  now  undertaking  to  frame  the 
statute  that  will  accomplish  the  end  in  view.  I  am  in- 
dicating the  difference  between  two  diverging  lines  of 
general  policy.  Yet  the  difference  between  the  two 
policies  may  be  made  somewhat  clearer  if  we  have  a 
possible  statute  in  mind.  Let  us  suppose  that,  in  com- 
mercial dealing,  a  principle  were  actually  enforced  that 
should  be  akin,  in  its  nature,  to   that  which,  in  diplo- 
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macy,  is  expressed  by  the  "  most  favored  nation  "  clanse. 
Let  there  be  given  to  every  pnrchaser  of  goods  of  a 
given  kind  a  legal  right  to  obtain  them  at  the  price  at 
which  they  are  sold  to  the  most  favored  pnrchaser  in 
other  localities.  Freight  charges  shonld,  of  conrse,  be 
considered  ;  bnt  if  the  goods  are  shipped  from  New 
York,  their  price,  as  delivered  on  board  cars  in  that  city 
shonld  be  nniform  to  all  cnstomers  pnrchasing  a  given 
quantity.  If,  then,  it  were  to  become  kno\<'n  that  in 
Illinois  customers  were  getting  a  low  rate,  by  reason  of 
a  war  tliere  waging  against  an  independent  rival,  this 
fact  would  in  itself  release  all  purchasers  in  eastern 
states  from  the  necessity  of  paying  a  larger  amount. 
Bills  rendered  for  larger  amounts  would  not  be  legally 
collectable.  The  cut-throat  price  made  for  the  purpose 
of  crushing  a  rival,  would  react  too  seriously  on  the  gen- 
eral receipts  of  the  trust  to  be  long  persisted  in. 

We  need  here  to  insist  again  that  the  practical  diffi- 
culties in  the  way  of  this  particular  legal  action  do  not 
figure  in  the  present  argument.  The  supposed  statute  is 
illustrative  only.  What  we  may  be  sure  of  is  that  the 
direct  fixing  of  prices  by  law  is  a  measure  that  lies  on 
one  side  of  that  line  of  cleavage  to  which  we  early  called 
attention,  which  divides  socialistic  from  anti-socialistic 
action  ;  and  that  any  measure  that  will  enable  competi- 
tion to  do  this  work  lies  on  the  other  side.  One  general 
mode  of  dealing  with  both  trades  unions  and  trusts  in- 
troduces an  arbitrars'  element  into  the  distribution  of 
wealth,  while  the  other  method  ensures  a  natural  distri- 
bution and  a  generally  free  development  of  the  indus- 
trial system.  If  we  were  to  study  many  detailed  issues, 
we  should  find  the  same  choice  between  two  policies  pre- 
senting itself. 

As  between  a  public   polic}'    that    relies    on    natural 
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forces,  and  one  that  trenches  on  the  sphere  of  those 
forces,  I  am  not  merely  advocating  the  former  for  volnn- 
tary  adoption.  Not  for  a  moment  will  I  admit  that  there 
is  real  uncertainty  as  to  which  policy  will  be  pursued. 
It  is  not  a  matter  to  be  decided  by  debate.  If  the  whole 
world  were  blind  to  the  deep-acting  principles  in  the 
case,  and  were  in  its  purpose  committed  to  a  policy  of 
trenching  on  economic  forces,  it  would,  in  the  end,  be 
forced  into  the  opposite  line  of  conduct.  Society  guides 
itself  by  tentacles,  and  not  mainly  by  eyes.  It  tries 
measures,  and  continues  or  discontinues  them  according 
to  their  results.  There  is  an  all-sufficient  reason  why  an 
economist  is  not,  in  his  proper  capacity,  an  advocate  ;  he 
does  not  need  to  be  so.  If  he  can  see  how  certain 
measures  must  work,  as  they  may  be  tried,  he  can  often 
predict  what  measures  will,  of  necessity,  be  adopted  and 
retained. 

There  is  socialism  "  in  the  air,"  but  in  a  true  sense 
there  is  none  on  the  earth.  There  is  none  that  has  nat- 
ural law  to  guarantee  it.  As  surely  as  a  measure  has 
this  one  socialistic  mark,  an  adjustment  of  earnings  with- 
out an  appeal  to  the  principle  of  social  productivity,  it 
will  be  abandoned.  It  is  by  fate  and  not  by  choice  that 
this  one  fact,  the  persistence  of  natural  law,  is  ensured. 
Very  binding  is  the  decree  that  tells  by  what  general 
line  of  action  society  must  live. 

This  decree  of  fate  does  not  press  on  the  individual. 
On  the  contrary  it  guarantees  the  free  action  of  the  in- 
dividual. The  entrepreneur,  the  private  initiator  of  in- 
dustry, is  the  man  for  whose  action  it  secures  an  unhin- 
dered field.  The  paradox  in  the  case  is  that  the  natural 
system,  which  society  as  a  whole  is  sure  to  retain,  is  one 
that  secures  free  rather  than  constrained  individual  ac- 
tion.    This  is  the  meaning  of  true  competition.     When 


501]  The  Modern  Appeal  to  Legal  Forces.  29 

we  say  that  the  persistence  of  competition  is  ensured  by 
fate,  we  mean  that  individual  freedom  is  so  guaranteed. 
The  one  thing  to  which  fate  binds  us  is  liberty. 

Inspiring  enough  is  the  outlook  presented  under  a 
policy  that  shall  liberate  natural  economic  force.  Dull 
would  be  the  man  who  should  merely  tolerate  this  plan 
of  social  industry.  Weak  would  be  the  position  of  him 
who  should  take  an  apologetic  tone  in  defending  it,  or 
present  its  claims  in  a  merely  negative  way,  by  exposing 
the  evils  and  perils  of  the  socialistic  plan.  We  do  not 
defend  the  perversions  of  the  natural  economic  S}'steni ; 
but  because  they  are  perversions  merely,  we  shall  re- 
move them  and  keep  the  system. 

Positive  are  the  claims  of  that  form  of  society  that 
evolution  has  secured  ;  yet  it  is  by  its  possibilities  of 
progress  that  it  is  mainly  to  be  judged.  Before  all  else 
is  this  system  a  d}-namic  one.  Competition  is  a  guaranty 
of  a  movement  that  will  satisfy  the  demands  of  a 
healthy  optimism.  Well  grounded, — of  the  earth  and 
not  of  the  air, — are  the  anticipations  of  gain  based  on 
this  rivalry  in  social  service,  the  intense  effort  to  excel 
in  power  to  create  and  to  give,  as  well  as  to  get.  What 
productive  energies  will  this  process  unchain  !  What 
diffusion  of  motive  power  from  cheap  sources  will  elec- 
tricity secure  !  What  deft  machinery  will  it  ever^'where 
move ;  and  what  forms  of  utility  and  beauty  will  it  call 
out  of  non-existence  at  the  touch  of  a  button !  The 
crowning  gain  of  all  is  the  irrepressible  democracy  of  it. 
By  processes  that  others  control,  and  by  wealth  that 
others  own,  the  laborer  will  get,  in  the  end,  the  most  val- 
uable personal  gains.  Mastership  and  plutocracy,  in  a 
good  sense,  yield  by  natural  law  a  democratic  result ;  for 
it  is  by  the  wealth  that  these  ensure  that  the  productive 
power  of  labor  must  rise.     Wealth  cannot  be  capital 
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without  making  fruitful,  not  industry  niereh",  but  labor 
itself,  as  a  separate  agent  in  industry.  Directly  into  the 
hands  of  the  man  \\\\o  works  must  the  progress  of  the 
future  play. 

Are  there  conditions  attached  to  these  gains  ?  Is  an 
if  to  be  appended  to  ever}'  one  of  these  predictions  ? 
Do  they  state  what  is  within  reach  provided  that  we 
show  economic  insight  and  statesmanship  ?  The  general 
prevalence  of  a  natural  economic  system  does  not  seem 
to  me  to  be  thus  conditioned  ;  but  the  time  and  the  man- 
ner of  its  fruition  may  be  so.  The  fruits  may,  come 
sooner  or  later,  according  as  we  make  obstacles  or  render 
aid.  They  may  come  through  the  cooperation  of  legal 
and  economic  forces,  or  by  the  slow  coercion  of  the  legal 
forces  b}-  the  economic.  On  the  one  hand  we  may  have 
the  sum  of  two  influences  to  promote  the  movement ; 
or,  on  the  other  hand,  we  may  have  only  the  difference 
between  the  two,  and  be  sure  of  the  ultim.ate  result  only 
because  civil  law  must  yield  to  economic  force.  Again, 
the  movement  ma}'  be  attended  b}-  the  embitterment  of 
one  class  against  another,  and  of  men  from  both  classes 
against  the  social  system  itself.  The  ultimate  fruit  of 
it  is  prosperity ;  the  present  result  may  or  may  not  be 
harmony.  This  is  saying  that  what  the  natural  eco- 
nomic laws  shall  ultimately  give  to  the  world  is  scarcely 
a  matter  of  uncertainty ;  but  how  much  they  may  be  al- 
lowed to  bring  to  the  men  now  on  the  earth  depends  on 
themselves. 
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THE  CHICAGO  STRIKE. 


The  great  strike  which  occurred  at  Chicago  in  June 
and  July  last,  and  which  was  in  reality  a  combination 
of  strike  and  boycott,  was  an  epochal  event  in  the  labor 
movement  and  the  industrial  development  of  the 
countr\'.  This  was  not  so  much  so  because  in  its  in- 
fluence it  was  constructive  of  new  principles  or  systems 
or  destructive  of  those  existing,  but  because  it  empha- 
sized certain  principles  which  are  now  recognized  as 
essential  in  the  government,  management,  and  opera- 
tion of  railroads.  It  was  epochal  because  of  its  vast 
proportions  and  of  the  powerful  influences  and  elements 
contributing  to  it.  Beginning  with  a  private  strike  at 
the  works  of  Pullman's  Palace  ■  Car  Company,  it  ended 
with  a  practical  insurrection  of  the  labor  employed  on 
the  railroads  radiating  from  Chicago  and  some  of  the 
affiliated  lines,  paralyzing  internal  commerce,  putting 
the  public  to  great  inconvenience,  delaying  the  mails, 
and  in  general  demoralizing  business.  Its  influences 
were  felt  everywhere,  even  in  localities  not  in  immediate 
touch  wdth  the  difficulties.  The  contest  was  not  limited 
to  the  parties  with  whom  it  originated,  for  soon  there 
were  brought  into  it  on  the  basis  of  sympathetic  attack 
and  sympathetic  defence  two  other  factors  or  forces. 
The  immediate  antagonist  of  the  Pullman  Company,  in 
the  expanded  controversy,  was  the  American  Railway 
Union,  an  association  of  railway  employes  which  had 
achieved  a  partial  success  in  its  recent  contest  with  the 
Great  Northern  Railway,  and  which  espoused  the  cause 
of  the  Pullmian  employes  on  the  ground  that  they  were 


34  Amen'ca7i  Economic  Association.  [50(j 

iiieiiibers  of  the  national  society.  The  union  numbered, 
as  alleged,  about  one  hundred  and  fifty  thousand  mem- 
bers ;  it  expected  b}'  bo)'Cotting  Pullman  cars  to  force 
the  company  to  accede  to  the  demands  of  its  employes. 
The  other  powerful  force  involved  in  the  strike,  and 
which  naturally  was  an  ally  of  the  Pullman  Company — 
not  through  its  self-interest,  perhaps,  but  through  the 
necessity  of  protecting  the  traffic  of  its  lines — was  the 
General  IManagers'  Association,  a  body  of  railroad  men 
representing  all  the  roads  radiating  from  Chicago  and  a 
combined  capital  of  more  than  two  billion  dollars,  and 
employing  more  than  one-fourth  of  all  the  railroad  em- 
ployes in  the  United  States.  These  forces,  enlisted  in  a 
gigantic  strife  for  supremacy,  alone  constitute  the 
Chicago  strike  an  epoch-making  event. 

It  was  so  for  other  reasons — for  reasons  other  than  the 
effect  it  had  upon  the  interests  involved  or  the  vastness  of 
its  material  proportions  ;  for  as  time  goes  on  its  influence 
is  being  felt  in  several  directions,  emphasizing  and  illumi- 
nating the  contentions  of  the  parties  upon  either  side  of 
the  contest  and  drawing  attention  to  some  principles  inti- 
mately connected  with  the  supremacy  of  the  federal 
government.  It  demonstrated  to  the  satisfaction  of  the 
public  at  large  the  right  and  the  power  of  the  federal 
government,  while  not  interfering  in  the  operation  or 
control  of  strikes  themselves,  to  send  its  troops  into  a 
state  for  the  purpose  of  protecting  federal  interests, 
whether  that  protection  was  or  was  not  asked  by  the 
state  government.  In  this  respect  it  has  established  a 
precedent  under  the  federal  laws  which  must  be  recog- 
nized by  both  capital  and  labor.  It  has  emphasized  the 
power  of  the  federal  government  to  protect  its  great  in- 
terests in  the  transportation  of  the  mails. 

It  is  further  epochal  in  its  nature  and  influences  be- 
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cause  it  lias  shown  the  power  of  the  courts  in  the  ex- 
pansion of  the  privilege  of  injunction,  which  is  a  twin 
power  to  that  of  mandamus  ;  it  has  shown  that  the  civil 
courts  assert  the  right  to  define  what  is  crime  under  certain 
circumstances,  to  execute  their  own  views  by  legal  pro- 
cesses, to  interpret  their  own  acts,  and  to  impose  sentence. 
It  is  epoch-making,  again,  because  it  has  crystallized  pub- 
lic sentiment  upon  a  question  which  has  often  been 
argued,  that  relating  to  the  quasi-public  character  of  rail- 
road employes.  The  country  now  thoroughly  recognizes 
the  absolute  necessity  of  considering  railroads  as  repre- 
senting not  only  their  own  interests  but  the  interests  of 
the  public  ;  and  that,  as  they  obtain  their  charters  by  pub- 
lic consent  and  are  thus  and  by  the  nature  of  their  business 
quasi-public  corporations,  their  employes  are  to  a  degree 
quasi-public  servants  and  must  have  a  status  under  the 
law  independent  of  their  status  as  employes  of  indi- 
vidual corporations.  It  has  stimulated  anew  the  inquiry 
which  Avas  first  made  some  years  ago,  during  the 
troubles  on  the  New  York  Central  Railroad  and  on  the 
Southwest  System,  as  to  how  railroad  employes  can  be 
brought  within  the  influence  of  statutory  provision  to 
such  an  extent  as  to  be  held  accountable  to  the  public 
as  well  as  to  their  employers.  Stability  of  transporta- 
tion, stability  of  business  in  securing  constant  delivery  of 
supplies,  security  in  preserving  life  through  such  sup- 
plies, all  demand  an  answer  to  the  question,  and  demand 
emphatically  such  legislation  as  will  place  the  railroads 
and  their  employes  on  a  basis  where  they  shall  recog- 
nize their  allegiance  to  the  public.  I  believe  the 
Chicago  strike,  in  developing  legislation  which  shall  ac- 
complish this  great  purpose,  will  be  worth  all  it  has  cost, 
even  admitting  the  accuracy  of  the  estimates  of  public 
journals,  chiefly  Bradstreet's,  that  it  involved  a  loss  of 
about  eighty  million  dollars. 
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The  chief  reason,  however,  to  my  own  mind  why  the 
Chicago  strike  is  an  epoch-making  event  lies  in  the  fact 
that  it  constitutes  a  subordinate  element  in  a  revolution 
which  is  quietly  taking  place  in  this  country  ;  it  accords 
with  that  phase  of  a  revolution  depicted  in  a  recent 
editorial'  in  Harper's  Weekly.,  wherein  it  was  declared 
that  "  the  most  momentous  stage  in  every  revolution  is 
that  which  takes  place  silently  in  the  popular  mind." 
The  strike  was  a  subordinate  phase  of  this  kind  of  revo- 
lution, because  there  preceded  it  a  revolutionary  measure 
far  more  significant  than  that  growing  out  of  the  Chicago 
strike,  and  which  is  being  supplemented  by  one  still 
more  significant. 

It  is  not  necessary,  in  this  presence,  for  me  to  say  that 
I  approach  this  part  of  my  subject  from  a  standpoint 
entirely  opposed  to  state  socialism  as  a  system.  I  have 
no  faith  in  it,  no  adherence  to  it,  and  no  fondness  for  it, 
for  I  believe  that  as  a  system  state  socialism  means  the 
destruction  of  industry  and  the  retrogression  of  society. 
Nor  need  I  assert  that  I  approach  it  from  a  point  of  view 
antagonistic  to  what  is  known  as  compulsory  arbitration. 
I  have  no  faith  in  compulsory  arbitration  as  a  system  for 
the  settlement  of  labor  troubles.  I  approach  it,  further, 
from  the  point  of  view  that  neither  federal  nor  state 
governments  can  or  ought  to  be  allowed,  as  a  rule,  to 
regulate  rates  of  wages  or  prices  of  commodities.  Not- 
withstanding these  professions,  I  am  not  afraid  of  state 
or  any  other  form  of  socialism,  but  am  ready  to  re- 
examine these  propositions  to  which  I  am  opposed  and, 
if  expedient,  to  apply  some  of  the  features  involved  in 
each  of  them.  Let  us,  therefore,  consider  in  what 
respect  the  Chicago  strike  becomes  a  subordinate  ele- 
ment in  a  revolution  which  is  now  going  on. 

'"Revolutionary    Statesmanship,"    Harper's    Weekly,    November 
24,  1894. 
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In  1887  tlic  Congress  at  the  demand  of  the  shippers 
of  the  country,  and  in  their  interest,  as  it  was  supposed, 
made  the  declaration  that  all  charges  made  for  any  ser- 
vice rendered  or  to  be  rendered  in  the  transportation  of 
passengers  or  property  on  interstate  railroads,  or  in  con- 
nection therewith,  or  for  the  receiving,  delivering,  stor- 
age or  handling  of  such  property,  should  be  reasonable 
and  just,  and  every  unjust  and  unreasonable  charge  for 
such  service  was  prohibited  and  declared  to  be  unlawful. 
This  declaration  was  made  in  the  "  act  to  regulate  com- 
merce," approved  February  4,  1887.  The  act  not  only 
made  the  declaration  which  I  have  recited  but  gave 
power  to  the  interstate  commerce  commission,  created 
by  it,  to  carry  out  its  principles.  It  established  the 
machinery  for  the  regulation  of  freight  rates  over  all  the 
interstate  railroads  of  the  United  States,  and  as  a  logical 
result  over  all  railroads.  This  declaration  has  become 
to  all  intents  and  purposes  a  part  of  the  constitution  of 
the  United  States,,  because  it  has  been  sustained  by  the 
courts  ;  for  whenever  an  act  is  declared  constitutional  it 
becomes  practically  an  active  principle  of  the  written 
constitution  of  the  country.  In  a  certain  sense  it  modi- 
fies, enlarges  or  explains  the  constitution,  through  inter- 
pretation, because  of  the  necessity  for  such  modification 
and  enlargement.  The  legislative  declaration  was  made 
under  the  clauses  of  the  constitution  providing  for  the 
general  welfare  and  for  the  regulation  of  commerce  be- 
tween the  states.  The  Congress  of  the  United  States, 
acceding  to  the  demands  of  the  shippers  of  the  country, 
recognized  that  existing  conditions  w"ere  in  conflict  with 
a  moral  sentiment  comprehending  the  justness  and  the 
equity  involved  in  the  transportation  of  commodities 
essential  to  the  welfare  of  the  people,  and  so  declared 
that    justness  and   equity  should  govern  rates.       This 
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declaration  was  emphatically  state-socialistic  in  its  char- 
acter, it  meant  emphatically  compulsory-  arbitration,  it 
was  emphatically  a  law  regulating  the  prices  of  com- 
modities through  the  price  of  services.  I  understand 
the  position  of  the  courts  in  sustaining  this,  and  believe 
the  position  to  be  correct,  and  that  is  the  old  principle 
of  regulating  pikes,  tolls,  etc.  The  declaration  of  the 
law  was  not  the  declaration  of  a  new  principle,  but  it 
was  the  crystallization  of  an  old  principle  into  federal 
legislation,  with  the  proper  machinery  for  carrying  it 
out ;  and  the  machinery  as  well  as  the  declaration  gives 
it  the  character  of  state  socialism,  makes  it  compulsory 
arbitration,  because  it  undertakes  not  only  to  regulate 
the  affairs  of  corporations  but  to  arbitrarily  adjust  the 
contracts  made  in  connection  therewith. 

What  is  the  consequence  of  this  as  shown  in  another 
step  in  that  silent  revolution  which  is  taking  place? 
There  is  now  pending  in  Congress  a  measure  which  has 
passed  the  House  of  Representatives  by  a  very  strong  ma- 
jority ;  it,  too,  is  state-socialistic,  as  much  so  as  any 
socialistic  legislation  that  has  been  considered  favorably 
by  any  government  in  the  closing  half  of  this  century. 
As  a  state-socialistic  measure  it  equals  the  compulsor\'  in- 
surance legislation  of  Gennany  ;  as  legislation  establish- 
ing the  most  rigid  and  stringent  laws  for  the  most  compul- 
sory of  compulsory  arbitration  it  has  no  equal.  I  refer  to 
the  pooling  bill  (H.  R.  7273),  now  pending  in  the  Senate. 
I  have  not  a  word  to  say  on  the  merits  of  this  bill,  of  its 
necessity,  of  its  effects.  I  cite  it  only  to  show  the  second 
phase  of  the  silent  revolution  to  which  I  have  referred. 
This  pending  legislation  is  demanded  at  the  instance  of 
the  shippers  and  the  railroads  of  the  country,  and  its 
passage  is  being  aided  by  a  powerful  lobby  in  their  ser- 
vice.    The  railroads  base  their  advocacv  of  the  bill  on 


511]  The  Chicao-o  Strike.  39 

the  claim  that  it  will  be  for  the  interest  of  the  shippers 
to  have  such  a  law.  The  bill  provides  for  a  ^r-reat  trust, 
with  the  government  of  the  United  States  as  the  trustee. 
It  provides  that  the  roads  of  the  country  may  enter  into 
contracts,  agreements,  and  arrangements,  which  are  en- 
forceable between  the  parties  thereto  as  common  carriers, 
for  the  regulation  of  freight  pooling,  and  that  under 
proper  rules  of  procedure  every  such  contract,  agree- 
ment, or  arrangement  may  be  changed  or  abrogated  by 
the  interstate  commerce  commission. 

When  the  first  bill  to  regulate  commerce  was  passed, 
the  great  and  powerful  wedge  of  state  socialism,  so  far 
as  government  control  of  railroads  is  concerned,  was 
driven  one-quarter  of  its  length  into  the  timber  of  con- 
servative government,  of  that  government  wdiich  means 
democracy.  The  pending  bill,  the  moment  it  becomes 
a  law,  will  drive  the  wedge  three-quarters  of  its  length 
into  the  timber.  There  wnll  then  be  needed  but  one 
more  blow  to  drive  the  wedge  home,  and  that  blow  will 
come  at  the  instance  of  business  and  not  of  labor — en- 
tire government  control  of  all  the  railroads  of  the 
country  instead  of  partial  control  under  the  laws  now 
existing  or  proposed.  With  twenty-five  per  cent,  of  all 
the  railroad  interests  of  the  country  now  under  the  con- 
trol of  the  government,  through  its  courts,  it  is  but  a 
very  short  step  to  that  final  blow  which  will  send  the 
wedge  its  full  length  and  bring  entire  government  con- 
trol. This  blow  will  be  struck  in  the  most  seductive 
way.  It  wall  come  through  a  demand  that  the  govern- 
ment shall  take  charge  of  the  roads — not  purchase  them 
— shall  take  charge  of  the  roads  and  out  of  the  proceeds 
of  the  transportation  business  guarantee  to  the  existing 
stockholders  of  the  roads  a  small  but  reasonable  rate  of 
dividend.     Under  such  a  seductive  movement  the  stock- 
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holders  themselves,  conservative  men,  men  in  this  hall 
now,  will  vote  for  the  striking  of  the  blow.  All  this,  as 
I  have  said,  will  be  at  the  demand  and  in  the  interest  of 
the  railroads  and  of  the  shippers,  and  not  of  the  labor 
involved  in  carrying  on  the  work  of  transportation,  as 
the  demand  of  to-day  for  the  enactment  of  the  pooling 
bill  is  alleged  to  be  largely  in  the  interest  of  the  ship- 
pers and  of  the  public  welfare. 

Will  the  railroads  now  consistently  demand,  and  keep 
their  lobby  employed  to  secure  the  extension  of  the 
same  principles  to  labor,  and  ask  for  their  employes 
the  status  of  semi-public  servants  and  thus  help  to  pre- 
vent, or  reduce  the  number  of  strikes  on  all  interstate 
roads,  and  logically  on  all  roads  ? 

I  can  now  answer  why  it  is  that  the  Chicago  strike  is 
epochal  in  its  influence  as  a  subordinate  phase  of  a  silent 
revolution — a  revolution  probably  in  the  interest  of  the 
public  welfare.  It  is  because  it  emphasizes  the  claim 
that  there  must  be  some  legislation  which  shall  place 
railroad  employes  on  a  par  with  the  railroad  employers 
in  conducting  the  business  of  transportation,  so  far  as 
the  terms  and  conditions  of  employment  are  concerned ; 
it  is  because  the  events  of  that  strike  logically  demand 
that  another  declaration  of  law  and  of  the  principles  of 
the  federal  government  shall  be  made ;  a  declaration 
that  all  zuages  paid  as  well  as  charges  for  any  service 
rendered  in  the  transportation  of  property,  passengers, 
etc.,  shall  be  reasonable  and  just.  A  declaration  of  this 
character,  backed  by  the  machinery  of  the  government 
to  carry  it  into  effect,  would  give  to  railroad  employes 
the  status  of  quasi-public  servants.  The  machinery 
accompanying  such  a  declaration  should  be  modeled  on 
the  interstate  commerce  act.  It  should  be  provided  that 
some  authority  be  established  for  the  regulation  of  wage 
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contracts  on  railroads.  I  would  not  ha\c  the  machinery 
of  the  law  for  the  regulation  of  such  matters  provide 
for  a  compulsory-  adjustment,  as  now  provided  for  the 
adjustment  of  freight  rates,  but  I  would  have  such  ma- 
chinery that  there  would  be  little  inducement  under  it 
on  the  part  of  railroads  to  pay  unjust  and  unreasonable 
wages  and  on  the  part  of  employes  to  quit  work  when 
they  w^ere  just  and  reasonable. 

The  Act  to  Regulate  Commerce,  popularly  known  as 
the  interstate  commerce  act,  was  approved  February  4, 
1887.  Prior  to  that  time  the  President  of  the  United 
States  sent  to  the  Forty-ninth  Congress  (first  session)  a 
message  relative  to  the  disputes  betw-een  laboring  men 
and  employers.^  I  commend  the  language  of  this  mes- 
sage to  all  patriotic  citizens.  Subsequently  to  this  action 
of  the  President  a  law  was  passed  by  the  Congress  cre- 
ating boards  of  arbitration.  The  bill  was  approved 
October  i,  1888.  It  carried  out,  to  a  certain  extent,  the 
recommendations  contained  in  the  message,  but  on  ac- 
count of  some  amendments  which  were  made  in  the 
original  draft  the  bill  did  not  fully  comprehend  such 
recommendations.  It  was  under  this  last  act  that  the 
President  appointed  a  commission  in  July  last  to  inves- 
tigate the  Chicago  strike.  It  will  be  seen,  therefore, 
that  the  federal  government  is  fully  committed  to  two 
things,  and  two  things  of  most  vital  importance,  in  the 
management  of  railroads  : — first,  the  regulation  of  freight 
rates  and  the  control  thereof,  through  the  authorization 
for  pooling  under  proper  regulations,  and,  second,  the 
settlement  of  controversies  on  interstate  roads  through 
the  means  of  arbitration. 

A  bill  is  now  pending  in  Congress  which  provides  for 
the  submission  by  agreement  of  all  differences  relating 

'  The  message  is  given  in  full  in  the  Appendix. 
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to  the  terms  and  conditions  of  eniplo}^ment  on  railroads  to 
a  properly  constituted  tribunal — a  measure  wliicli  has  been 
called  revolutionary ;  but  I  submit  that  if  this  be  a 
step  in  the  silent  revolution  now  going  on  it  is  a  subordi- 
nate one,  and  that  should  the  principle  involved  be  en- 
acted into  law,  as  I  trust  it  will  be,  it  could  not  be 
considered  as  another  blow,  but  only  a  light  tap,  on  the 
wedge  of  state  socialism  ;  it  could  be  considered  as  a 
phase  only  of  the  great  blow  now  contemplated  by  the 
pooling  bill.  The  arbitration  bill  (H.  R.  8259),  being  a 
bill  concerning  carriers  engaged  in  interstate  commerce 
and  their  employes,  embodies  more  perfectly  the  recom- 
mendations contained  in  the  President's  message  of  April 
22,  1886.  In  this  message,  after  referring  to  the  diffi- 
culties, etc.,  constantly  arising  between  employers  and 
employes,  the  President  stated  : 

I  am  satisfied,  liowever,  that  something  may  be  done  under  federal 
authority  to  prevent  the  disturbances  which  so  often  arise  from  dis- 
putes between  employers  and  the  employed,  and  which  at  times 
seriously  threaten  the  business  interests  of  the  country  ;  and  in  my 
opinion  the  proper  theory  upon  which  to  proceed  is  that  of  voluntary 
arbitration  as  the  means  of  settling  these  difficulties. 

But  I  suggest  that  instead  of  arbitrators  chosen  in  the  heat  of  con- 
flicting claims,  and  after  each  dispute  shall  arise,  for  the  purpose  of 
determining  the  same,  there  be  created  a  commission  of  labor,  con- 
sisting of  three  members,  who  shall  be  regular  officers  of  the  govern- 
ment, charged  among  other  duties  with  the  consideration  and  settle- 
ment, when  possible,  of  all  controversies  between  labor  and   capital. 

And  in  closing  the  President  urged  that : 

Power  should  also  be  distinctly  conferred  upon  this  bureau  to  in- 
vestigate the  cause  of  all  disputes  as  they  occur,  whether  submitted 
for  arbitration  or  not,  so  that  information  may  always  be  at  hand  to 
aid  legislation  on  the  subject  when  necessary  and  desirable. 

The  bill  referred  to  is  an  embodiment  of  these  senti- 
ments. The  first  seven  sections  of  the  bill  relate  to  the 
administrative  features  of  the  commission.  Section  8 
provides  that  the  board  shall  endeavor  by  mediation  and 
conciliation    to    effect    on  amicable  settlement  between 
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employers  and  employes  who  are  directly  interested  in 
any  strike,  lockout,  boycott  or  other  controversy,  as  pro- 
vided in  the  act, — that  is,  relating  to  interstate  commerce. 
Section  9  provides  that,  upon  the  request  of  any  employ^ 
or  incorporation  or  association  of  employes  subject  to 
the  provisions  of  the  act,  the  commission  shall  investigate 
complaints,  and,  further,  that  on  its  own  motion  the  com- 
mission shall  investigate  any  complaint  properly  brought 
before  it,  for  the  purpose  of  bringing  the  matter  to  public 
knowledge.  Section  1 1  provides  that  whenever  differ- 
ences or  controversies  arise  between  any  employer  and  his 
or  its  employes  subject  to  the  provisions  of  the  act,  as  to 
wages,  terms  or  conditions  of  employment,  which  cannot 
be  settled  by  either  of  the  preceding  methods, — that  is,  by 
conciliation  and  mediation  or  by  the  public  announce- 
ment of  responsibility  for  the  controversy, — all  or 
an}'  of  such  differences  or  controversies  may  be  submitted 
to  the  commission  for  arbitration  and  settlement,  by  writ- 
ing, duly  executed  by  the  employer  and  employe  or  by 
any  incorj^oration  or  association  thereof ;  and  under  this 
written  submission,  when  the  parties  so  agree,  the  de- 
cision or  award  of  the  commission  shall  be  final  and 
conclusive,  and  upon  filing  the  same  in  any  circuit 
court  of  the  United  States  a  final  judgment  or  decree  of 
said  court  shall  be  entered  in  accordance  with  the  find- 
ings ;  or  that  in  case  either  party  to  such  submission 
shall  be  dissatisfied  with  the  decision  or  award  of  the 
commission  it  shall  be  lawful  for  such  party  to  apply  by 
petition  to  a  circuit  court  of  the  United  States  sitting 
in  equity  for  a  review  of  the  findings  and  the  facts,  and 
the  court  upon  hearing  shall  have  the  power  to  finally 
affirm,  reverse  or  modify  the  decision  or  award  of  the 
commission,  in  whole  or  in  part,  and  to  enter  its  final 
judgment  or  decree  according  to  its  own  findings.     In 
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brief,  the  pending  bill  provides,  first,  for  mediation  and 
conciliation ;  second,  for  a  pnblic  annonncement  of  re- 
sponsibility for  a  controversy,  tlirongli  the  investigation 
of  the  commission  ;  and,  third,  for  the  hearing,  on  sub- 
mission, of  all  the  facts  attending  a  controversy.  The 
courts  can  have  nothing  to  do  with  the  matter  unless  by 
the  agreement  of  the  parties. 

The  bill  also  provides  for  the  protection  of  both  par- 
ties during  the  pendency  of  arbitration  proceedings  and 
for  the  regulation  of  incorporated  trades-unions,  insist- 
ing that  it  shall  be  provided  in  the  articles  of  incorpora- 
tion and  in  the  constitution,  rules,  and  by-laws  of  an 
order  that  a  member  shall  cease  to  be  such  by  partici- 
pating in  or  instigating  force  or  violence  against  person 
or  property  during  strikes,  lockouts  or  boycotts ;  but  it 
relieves  members  of  such  incorporations  from  personal 
liability  for  the  acts,  debts  or  obligations  of  corporations. 
The  bill  also  provides  that  such  corporations  may  appear 
by  designated  representatives  before  the  board  contem- 
plated by  the  bill,  or  in  any  suit  or  proceeding  for  or 
against  such  corporations,  or  their  members,  in  any  of 
the  federal  courts.  It  also  makes  provision  for  the  pre- 
vention of  certain  conditions  relative  to  joining  orders, 
etc.,  or  refraining  from  joining  them,  as  conditions  of 
employment. 

These,  in  brief,  are  the  provisions  of  the  bill  referred 
to.  They  are  in  line  with  the  recommendations  of  the 
highest  authorities,  of  the  closest  students  of  the  labor 
question,  of  statesmen  in  different  countries,  and  of  that 
great  principle  of  ethics  which  requires  that  society  shall 
be  conducted  on  the  basis  of   peace  rather  than  of  war. 

If  this  measure  for  the  regulation  of  wages  on  inter- 
state railroads,  which  places  the  employes  in  the  posi- 
tion of  quasi-public  servants,  amenable  to  the  public  as 
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well  as  to  their  incorporated  employers,  is  considered 
by  any  one  as  a  piece  of  state  socialism,  I  can  only  re- 
fer to  the  other  featnres  of  the  revohition  already  in 
active  operation.  I  think  I  recognize  the  distinction 
which  yon  of  the  Economic  Association  wonld  make 
between  government  adjustment  of  freight  rates  and 
like  adjustment  of  wage  rates,  and  I  fully  agree  that 
while  government  can  fix  the  compensation  of  its 
own  employes,  it  can  not  and  ought  not  to  attempt  arbi- 
trarily to  fix  that  of  the  employes  of  railroads ;  but  I 
further  recognize  that  it  is  the  right  and  duty  of  govern- 
ment to  prevent  the  interruption  of  interstate  commerce 
and  the  obstruction  of  the  mails,  and  that  in  the  exer- 
cise of  this  right  it  ought  to  have  a  voice  in  making  the 
terms  and  adjusting  the  conditions  of  the  employment 
of  those  engaged  in  such  service.  This  it  can  do 
through  some  such  machinery  of  law  as  that  provided 
in  the  present  act  to  regulate  commerce.  The  prosper- 
ity of  our  railroads  is  a  necessity  upon  which  depends 
largely  business  stabilit}',  and  every  reasonable  means 
which  can  prevent  disaster  should  be  considered. 

I  read  the  other  day,  in  an  interesting  editorial  from 
The  Nation^  on  the  Chicago  strike,  that  "  Nothing  is 
more  needed  at  this  crisis  than  the  practice  of  treating 
the  working  classes  as  business  men  fully  capable  of 
managing  their  own  affairs,  and  not  as  children  who  are 
being  put  upon  by  their  elders,  etc."  The  enactment  of 
a  law  such  as  that  indicated  would  place  the  employes  of 
railroads  upon  a  business  basis  and  would  recognize 
their  capacity  to  conduct  properly  their  own  business  in 
connection  with  the  business  of  their  employers  ;  and  if 
it  be  said  that  it  would  recognize  them  as  children  who 
are  being  put  upon  by  their  elders,  what  shall  be  said  of 
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the  interstate  commerce  act  and  of  the  pooling  bill? 
Can  it  be  that  merchants  and  shippers  are  children  who 
are  being  put  upon  by  their  elders  and  must  be  coddled  ? 
For  these  reasons  I  consider  the  Chicago  strike  an 
epoch-making  event.  It  is  dissipating  a  good  deal  of 
the  haze  which  has  hung  before  the  eyes  of  both  labor 
and  capital ;  it  is  teaching  the  public  the  necessity  of 
placing  labor  and  capital  on  a  strong  business  basis  of 
"reciprocal  interests,  but  interests  which  recognize  the 
public  as  their  chief  master.  The  discussion  of  the  per- 
sonal equation  in  the  great  Chicago  strike  has  nothing 
to  do  with  the  principles  involved.  Action  must  be 
taken  on  the  side  of  law  and  order,  without  reference  to 
individuals,  recognizing,  however,  that  law  and  order 
mean  the  welfare  of  the  nation  and  are  based  on  prin- 
ciple and  not  on  specific,  individual  acts,  and  that  gov- 
ernments must  adopt  from  various  systems  those  features 
which  are  applicable  under  the  conditions  and  necessities 
of  the  time,  whether  they  are  taken  from  a  system  of 
government  already  in  existence  or  one  that  may  be  ad- 
vocated purely  on  theory.  The  experience  of  the  Amer- 
ican government,  which  has  adopted  more  socialistic 
elements  than  any  other,  is  a  sufficient  guaranty  of  the 
conservative  embodiment  in  labor  legislation  of  the  best 
ascertainable  methods  on  v/hich  the  majority  of  men 
can  unite,  not  as  partisans  in  the  interest  of  labor  or 
capital  as  such,  but  as  patriots  endeavoring  to  secure 
freedom  from  strikes,  riots,  intimidations,  and  violence 
of  all  kinds,  which  must  be  condemned  by  all  right- 
minded  men.  The  dictates  of  lofty  patriotism  should 
be  the  power  to  demand  measures  for  their  prevention. 
If  the  principles  of  the  act  to  regulate  commerce,  an 
act  to  which  I  have  always  given  and  still  give  most 
hearty  adherence,  lead  to  governmental  control  of  our 
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railroads,  it  will  be  because  of  a  great  necessity  existing 
for  such  control,  and  good  citizens  should  have  no  fear. 
Personally  I  am  opposed  to  such  control,  but  I  can  not 
ignore  certain  tendencies  in  the  action  of  corporations 
in  seeking  certain  features  in  federal  legislation.  It  does 
appear,  however,  to  be  inconsistent  to  demand  even  par- 
tial governmental  control  on  one  side  and  to  insist  upon 
laisses  faire  upon  the  other.  The  dictates  of  the  high- 
est patriotism  again  demand  that  there  should  be  con- 
sistency in  these  matters. 


APPENDIX. 


NATIONAL  BOARD  OF  ARBITRATION. 

[Senate  Executive  Document  No.  130,  Forty-ninth  Congress,  first  session.] 

MESS.\GE   FROM   THE   PRESIDENT   OF   THE   UNITED  STATES  RELATIVE 
TO  THE  DISPUTES  BETWEEN  LABORING  MEN  AND  EMPLOYERS. 

To  the  Senate  and  House  of  Representatives  : 

The  Consiitutioii  imposes  upou  the  President  the  duty  of  recom- 
mending to  the  consideration  of  Congress  from  time  to  time  such 
measures  as  he  shall  judge  necessary  and  expedient. 

I  am  so  deeply  impressed  with  the  importance  of  immediately  and 
thoughtfully  meeting  the  problem  which  recent  events  and  a  present 
condition  have  thrust  upon  us,  involving  the  settlement  of  disputes 
arising  between  our  laboring  men  and  their  employers,  that  I  am  con- 
strained to  recommend  to  Congress  legislation  upon  this  serious  and 
pressing  subject. 

Under  our  form  of  government  the  value  of  labor  as  an  element  of 
national  prosperity  should  be  distinctly  recognized,  and  the  welfare  of 
the  laboring  man  should  be  regarded  as  especially  entitled  to 
legislative  care.  In  a  country  which  offers  to  all  its  citizens  the 
highest  attainment  of  social  and  political  distinction,  its  workingmeu 
cannot  justly  or  safely  be  considered  as  irrevocably  consigned  to  the 
limits  of  a  class  and  entitled  to  no  attention  and  allowed  no  protest 
against  neglect. 

The  laboring  man,  bearing  in  his  hand  an  indispensable  contribu. 
tion  to  our  growth  and  progress,  ma)'  well  insist,  with  manly  courage 
and  as  a  right,  upon  the  same  recognition  from  those  who  make  our 
laws  as  is  accorded  to  any  other  citizen  having  a  valuable  interest  in 
charge  ;  and  his  reasonable  demands  should  be  met  in  such  a  spirit  of 
appreciation  and  fairness  as  to  induce  a  contented  and  patriotic 
cooperation  in  the  achievement  of  a  grand  national  destiny. 

While  the  real  interests  of  labor  are  not  promoted  by  a  resort  to 
threats  and  violent  manifestations,  and  while  those  who,  under  the 
pretexts  of  an  advocacy  of  the  claims  of  labor,  wantonly  attack  the 
rights  of  capital,  and  for  selfish  purposes  or  the  love  of  disorder  sow 
seeds  of  violence  and  discontent,  should  neither  be  encouraged  nor 
conciliated,  all  legislation  on  the  subject  should  be  calmly  and  de- 
liberatelj'  undertaken  with  no  purpose  of  satisfying  unreasonable  de- 
mands or  gaining  partisan  advantage. 

The  present  condition  of  the  relations  between  labor  and  capital  is 
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far  from  salisfactorj'.  The  discontent  of  the  employed  is  due  in  a 
large  degree  to  the  grasping  and  heedless  exactions  of  employers, 
and  the  alleged  discrimination  in  favor  of  capital  as  an  object  of 
governmental  attention.  It  must  al.'io  be  conceded  that  the  laboring 
men  are  not  always  careful  to  avoid  causeless  and  unjustifiable  dis- 
turbance. 

Though  the  importance  of  a  better  accord  between  these  interests  is 
apparent,  it  must  be  borne  in  mind  that  any  effort  in  that  direction  by 
the  Federal  Government  must  be  greatly  limited  by  constitutional 
restrictions.  There  are  many  grievances  which  legislation  by  Con- 
gress cannot  redress,  and  many  conditions  which  cannot  by  such 
means  be  refortned. 

I  am  satisfied,  however,  that  something  may  be  done  under  Federal 
authority  to  prevent  the  disturbances  which  so  often  arise  from  dis- 
putes between  employers  and  the  employed,  and  which  at  times 
seriously  threaten  the  business  interests  of  the  country  ;  and  in  my 
opinion  the  proper  theory  upon  which  to  proceed  is  that  of  voluntary 
arbitration  as  the  means  of  settling  these  difficulties. 

But  I  suggest  that  instead  of  arbitrators  chosen  in  the  heat  of  con- 
flicting claims,  and  after  each  dispute  shall  arise,  for  the  purpose  of 
determining  the  same,  there  be  created  a  Commission  of  Labor,  con- 
sisting of  three  members,  who  shall  be  regular  officers  of  the  Govern- 
ment, charged  among  other  duties  with  the  consideration  and  settle- 
ment, when  possible,  of  all  controversies  between   labor  and  capital. 

A  commission  thus  organized  would  have  the  advantage  of  being  a 
stable  body,  and  its  members,  as  they  gained  experience,  would  con- 
stantly improve  in  their  ability  to  deal  intelligently  and  usefully  with 
the  questions  which  might  be  submitted  to  them.  If  arbitrators  are 
chosen  for  temporary  service  as  each  case  of  dispute  arises,  experience 
and  familiarity  with  much  that  is  involved  in  the  question  will  be 
lacking,  extreme  partisanship  and  bias  will  be  the  qualifications 
sought  on  either  side,  and  frequent  complaints  of  unfairness  and 
partiality  will  be  inevitable.  The  imposition  upon  a  Federal  court  of 
a  duty  so  foreign  to  the  judicial  function  as  the  selection  of  an 
arbitrator  in  such  cases  is  at  least  of  doubtful  propriety. 

The  establishment  by  Federal  authority  of  such  a  Bureau  would  be 
a  just  and  sensible  recognition  of  the  value  of  labor,  and  of  its  right 
to  be  represented  in  the  departments  of  the  Government.  So  far  as 
its  conciliatory  offices  shall  have  relation  to  disturbances  which  inter- 
fered with  transit  and  commerce  between  the  States,  its  existence 
would  be  justified  under  the  provisions  of  the  Constitution  which 
gives  to  Congress  the  power  "  to  regulate  commerce  with  foreign  na- 
tions and  among  the  several  States."  And  in  the  frequent  disputes 
betw-een  the  laboring  men  and  their  employers,  of  less  extent  and  the 
consequences  of  which  are  confined  within  State  limits  and  threaten 
domestic  violence,  the  interposition  of  such  a  Commission  might  be 
tendered,  upon  the  application  of  the  legislature  or  executive  of  a  »State, 
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under  the  constitutional  provision  which  requires  the  General  Govern- 
ment to  "  protect  "  each  of  the  States  "  against  domestic  violence." 

If  such  a  Commission  were  fairly  organized,  the  risk  of  a  loss  of 
popular  support  and  sympathy  resulting  from  a  refusal  to  submit  to  so 
peaceful  an  instrumentality  would  constrain  both  parties  to  such  dis- 
putes to  invoke  its  interference  and  abide  by  its  decisions.  There 
would  also  be  good  reason  to  hope  that  the  very  existence  of  such  an 
agency  would  invite  application  to  it  for  advice  and  counsel,  frequent- 
ly resulting  in  the  avoidance  of  contention  and  misunderstanding. 

If  the  usefulness  of  such  a  Commission  is  doubted  because  it  might 
lack  power  to  enforce  its  decisions,  much  encouragement  is  derived 
from  the  conceded  good  that  has  been  accomplished  by  the  railroad 
commissions  which  have  been  organized  in  many  of  the  States,  which, 
having  little  more  than  advisory  power,  have  exerted  a  most  salutary 
influence  in  the  settlement  of  disputes  between  conflicting  interests. 

In  July,  1884,  by  a  law  of  Congress,  a  Bureau  of  Labor  was  estab- 
lished and  placed  in  charge  of  a  Commissioner  of  Labor,  who  is  re- 
quired to  "collect  information  upon  the  subject  of  labor,  its  relations 
to  capital,  the  hours  of  labor  and  the  earnings  of  laboring  men  and 
women,  and  the  means  of  promoting  their  material,  social,  intellectu- 
al, and  moral  prosperity-. " 

The  Commission  which  I  suggest  could  easil}-  be  engrafted  upon  the 
Bureau  thus  already  organized,  by  the  addition  of  two  more  Commis- 
sioners and  by  supplementing  the  duties  now  imposed  upon  it  by  such 
other  powers  and  functions. as  would  permit  the  Commissioners  to  act 
as  arbitrators  when  necessary  between  labor  and  capital  under  such 
limitations  and  upon  such  occasions  as  should  be  deemed  proper  and 
useful. 

Power  should  also  be  distinctly  conferred  upon  this  Bureau  to  inves- 
tigate the  causes  of  all  disputes  as  they  occur,  whether  submitted  for 
arbitration  or  not,  so  that  information  maj'  alwaj's  be  at  hand  to  aid 
legislation  on  the  subject  when  necessary  and  desirable. 

GrOVER   ClrEVELAND. 

Executive  Mansion,  April  22,  1886. 
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IRREGULARITY  OF  EMPLOYMENT. 


The  development  of  the  present  phase  of  the  problem 
of  the  unemployed  has  been  a  rapid  one.  Passing  by 
for  the  moment  whether  the  unemployed  are  a  new  class 
or  not,  the  problem  is  certainly  assuming  new  import- 
ance both  in  Great  Britain,  her  Australian  colonies, 
western,  central,  and  southern  continental  Europe,  as 
well  as  in  the  United  States.  Save  in  1866,  the  unem- 
ployed as  a  distinct  class  of  artisans,  involuntarily  idle, 
had  hardly  been  recognized  by  English  public  senti- 
ment since  the  early  part  of  the  century.  In  that  same 
year,  indeed,  the  House  of  Lords  held  "  that  in  the  case 
of  an  able-bodied  father  there  is  a  presumption  that  he 
is  able  to  gain  his  livelihood  so  as  to  support  himself 
and  family."  In  1885-6  the  discussion  as  well  as  the 
methods  of  relief  assumed  a  new  form.  It  was  con- 
sidered necessary  to  take  extraordinary  measures  of  re- 
lief. The  public  was  alarmed.  The  Secretary  of  the 
Local  Government  Board  issued  a  circular  appealing  to 
municipalities  to  hasten  or  create  public  works ;  the 
London  Charity  Organization  Society  appointed  a  special 
committee  to  report  on  the  best  means  of  dealing  with 
the  exceptional  distress ;  and  the  House  of  Lords  also 
appointed  a  select  committee  to  report  afresh  upon  Poor 
Law  relief.  The  distress  of  that  year  apparently  was 
succeeded  by  more  lean  years.  The  appeal  of  the  Secre- 
tary of  the  Local  Government  Board  has  been  renewed 
once,  if  not  twice.  There  have  been  two  reports  of  a 
Mansion  House  Committee  on  the  Unemployed,  and  this 
last  winter  we  have  the  report  of  the  Labor  Department 
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of  tlie  Board  of  Trade,  itself  reporting  to  the  Local 
Government  Board.  Within  a  few  months  there  has 
been  a  report  by  the  Board  of  Supervision  to  her 
]\Iajest}''s  Secretary  for  Scotland  upon  the  relief  of  the 
able-bodied  unemployed  during  last  winter,  and  a 
special  committee  appointed  in  Liverpool  has  also  just 
reported  upon  the  same  subject. 

In  Holland  a  circular  letter  was  issued  in  1893  by  the 
jMinister  of  the  Interior  to  the  Provincial  Commissioners 
instructing  them  to  inquire  into  the  want  of  employ- 
ment, and  recently  it  is  reported  that  many  schemes  are 
being  broached  for  dealing  with  the  unemployed  in  that 
country  during  this  next  winter,  which  is  being  looked 
forward  to  with  apprehension.  In  German  cities  during 
the  past  year  there  have  been  frequent  expenditures  for 
the  relief  of  the  unemployed  through  the  provision  of 
w^ork.  Street  improvements,  docks,  water  works,  etc., 
have  been  undertaken.  In  Spain  the  Minister  of  the 
Interior  has  recently  sent  a  circular  list  of  questions  to 
the  governors  of  the  provinces  with  regard  to  desirable 
improvements  for  public  works  with  a  view  to  securing 
measures  for  dealing  with  the  unemployed.  In  Switzer- 
land 2i  plebiscite  took  place  on  June  3  of  this  year  on 
the  question  of  introducing  a  clause  into  the  federal 
Constitution  embodying  the  right  to  have  work  pro- 
vided. It  was  rejected  by  a  vote  of  308,289  to  75,880. 
The  government  of  the  canton  of  Tessin  have  inserted 
the  following  article  in  their  poor-law  bill :  "  If  the  tem- 
porary distress  of  an  individual  or  a  family  arises  from 
the  want  of  employment,  the  government  are  bound  to 
do  their  utmost  to  procure  work  for  the  person  or  per- 
sons in  question." 

It  is  hardly  necessar)^  to  refer  to  the  rapid  develop- 
ment of  this  question  in   Australia.      Tasmania,   New 
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South  Wales,  Victoria,  New  Zealand  and  Queensland 
have  all  within  three  or  four  years  engaged  in  the  con- 
sideration of  various  public  measures  for  the  relief  of 
the  unemployed. 

In  our  own  country  we  undertook  this  past  year  many 
novel  experiments,  and  special  reports  of  such  work 
have  been  published  in  Boston,  Philadelphia,  Pittsburg, 
Buffalo,  Chicago,  Detroit  and  Indianapolis.  In  Massa- 
chusetts a  state  commission  to  investigate  the  subject  of 
the  unemployed  was  authorized  by  legislative  act  and 
appointed  by  the  governor  of  the  commonwealth.  This 
board  has  collected  evidence  and  wall  report  upon  the 
following  subjects : 

1.  The  emergency  relief  measures  of  1893-4,  particu- 
larly in  Massachusetts. 

2.  The  possibility  of  adjusting  the  demand  and  sup- 
ply of  labor  through  public  employment  bureaus. 

3.  The  demand  and  supply  of  farm  labor. 

4.  Public  relief  work  and  direct  employment  by 
municipalities. 

5.  The  separation  of  the  tramp  class  from  the  invol- 
untary idle. 

6.  The  relation  of  convict  labor  to  non-employment. 
No  opinion  is  expressed  which  would  imply  that  we 

are  to  have  a  permanent  class  of  the  unemployed, 
different  from  what  has  existed  in  the  past.  The  agita- 
tion of  this  question  undoubtedly  in  some  degree  de- 
velops the  existence  of  the  phenomenon  itself,  but  in 
view  of  the  experience  of  European  countries,  as  well 
as  of  various  tendencies  in  our  own,  we  cannot  throw 
this  question  aside  in  the  comforting  belief  that  finan- 
cial occurrences  which  so  largely  caused  our  own  prob- 
lem of  the  unemployed  are  not  likely  to  be  repeated  for 
many    years.      Is    there  good    reason    to    suppose    that 
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international  financial,  monetary,  and  banking  dis- 
turbances may  not  be  more  frequent  in  the  future.  ? 

Who  are  the  unemployed  and  what  does  this  term  de- 
note ?  x\re  these  unemployed  in  reality  a  new  class  ? 
Is  it  a  new  product  of  new  industrial  conditions  or  is  it 
some  old  class  called  by  another  name?  The  term 
unemployed  as  used  to-day  is  a  new  term  in  our  economic 
vocabulary.  Does  it,  however,  correspond  to  new  con- 
ditions or  may  it  not  be  a  new  tenn  applied  to  an  ele- 
ment which  has  existed  for  centuries,  that  is,  the  poor  ? 

There  have  always  been  able-bodied  poor,  sturdy  beg- 
gars, shiftless  ne'er-do-wells,  weaklings,  intemperates, 
feeble  discarded  units  of  society,  whom  society  has  car- 
ried upon  its  shoulders.  The  history  of  European 
countries  as  well  as  our  own  has  had  a  long  chapter  de- 
voted to  the  relief  of  this  class,  the  poor.  If  our  un- 
employed are  of  this  class  and  only  of  this  class,  the 
economist  need  not  trouble  himself  with  any  new 
analysis  with  regard  to  such  phenomena ;  but  the  ques- 
tion is  raised  that  the  unemployed  of  the  present  time 
are  not  of  this  class  alone,  that  in  addition  to  the  able- 
bodied  poor  there  is  a  reinforcement  of  men  and  women 
who  are  willing  to  work  and  who  in  past  times  have 
found  abundant  opportunity  to  work,  but  who  now  find 
their  economic  condition  so  uncertain,  their  industrial 
tenure  so  unstable,  that  they  are  frequently  without  em- 
ployment. 

In  the  report  of  the  Labor  Department  of  the  English 
Board  of  Trade,  the  term  unemployed  is  applied  to  four 
distinct  classes : 

(i)  Those  whose  engagements  being  for  short  periods 
have  terminated  their  last  engagement  on  the  conclusion 
of  a  job,  and  have  not  yet  entered  upon  another. 

(2)  Those  who  belong  to  trades  in  which  the  work 
fluctuates. 
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(3)  Those  who  are  economically  superfluous,  because 
there  is  not  enou<^h  work  in  those  trades  to  furnish  a 
fair  amount  to  all  who  try  to  earn  a  livelihood  at  it. 

(4)  Those  who  cannot  get  work  because  they  are  be- 
low the  standard  of  efficiency  demanded,  or  because  their 
personal  defects  are  such  that  no  one  will  employ  them. 

In  the  first  class  we  find  persons  who  work  upon  the 
docks  and  street  porters  ;  in  the  second,  miners  and  shoe- 
makers ;  in  the  third,  ship-builders,  as  in  this  industry 
in  England  there  has  been  for  several  years  a  severe  de- 
pression ;  and  in  the  fourth,  there  are  the  inefficients. 

These  four  classes  may  be  further  summarized  into 
two  :  first,  workingmen  who  generally  have  employment 
but  who  are  out  of  work  for  one  reason  or  another ;  and 
secondly,  those  who  have  no  trade,  living  solely  by 
manual  labor,  and  are  never  regularly  employed.  When 
trade  is  prosperous  they  pick  up  a  living ;  in  prosperous 
times  they  are  only  half  employed  and  in  bad  times  they 
become  unemployed. 

In  New  Zealand  the  unemployed  are  classified  as 
follows : 

(i)  Men  past  the  prime  of  life  who  through  failure  in 
business  for  the  first  time  turn  to  manual  labor  for  sub- 
sistence. 

(2)  Young  fellows  who  have  alwaj^s  lived  in  towns 
and  not  brought  up  to  any  trade  or  calling  ;  they  are  unfit 
for  country  work,  and  frequently  feel  little  inclination 
for  it. 

(3)  The  married  men  with  families,  who  live  from 
hand  to  mouth  and  thus  find  it  hard  to  go  any  distance 
for  labor  as  in  the  meantime  their  families  will  be  desti- 
tute. As  a  rule,  therefore,  they  are  compelled  to  stay  in 
town  picking  up  such  odd  jobs  as  they  can. 

These    classifications    are    typical    and    in    all  of  the 
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many  recent  classifications  of  the  unemployed  made  by 
commissions  and  in  tlie  memoranda  submitted  by  various 
experts,  it  is  to  be  observed  that  there  are  included  not 
only  the  idle  and  the  improvident  but  the  thrifty  of 
good  character. 

At  this  point  there  is  one  word  to  say  in  regard  to  the 
statement,  which  is  undoubtedly  true,  that  some  work- 
luen,  perhaps  many  workmen,  could  have  found  employ- 
ment even  during  the  worst  seasons  of  the  past  year,  if 
they  had  been  willing  to  accept  lower  wages,  and  that 
therefore  non-employment  is  not  involuntary  with  them 
but  voluntary  and  consequently  deserving  of  no  sympathy 
or  assistance.  No  apology  is  here  offered  for  those  who 
must  take  the  penalty  of  their  own  actions,  but  accuracy 
demands  that  this  position  be  fairly  stated.  There  was  a 
distinct  unwillingness  on  the  part  of  a  workman  to  ac- 
cept a  lower  wage  than  the  one  established  in  his  own 
trade,  but  on  the  other  hand  there  was  frequently  an  en- 
tire willingness  to  accept  a  much  lower  wage  in  some 
unorganized  industry  where  trade-union  rates  did  not 
prevail.  It  w^as  loyalty  to  their  organization,  their  his- 
tory and  past  struggles  which  made  them  in  many  cases 
refuse  to  lower  their  standard  wage.  It  was  not,  how- 
ever, mere  unwillingness  to  work  which  accounted  for 
much  of  this  idleness,  but  this  fact  is  frequently  lost 
sight  of  in  the  discussion  of  the  question. 

There  is  little  statistical  information  to  fall  back  upon 
for  evidence  upon  the  amount  of  non-employment,  and 
even  the  accuracy  of  such  statistical  data  as  are  presented 
may  in  part  be  questioned.  In  England  there  are  re- 
ports of  certain  trades  unions  to  the  Labor  Department  of 
the  Board  of  Trade,  showing  for  each  month  the  number 
out  of  work  as  registered  in  the  books  of  the  several 
unions  ;  but  these  reports  apply  as  a  rule  only  to  the  more 
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skilled  trades,  and  in  many  instances  are  probably  under- 
statements owing  to  the  disinclination  on  the  part  of 
workmen  to  disclose  the  real  number  of  non-employed 
for  fear  that  the  employer  will  take  advantage  of  it. 

These  reports  afford  no  idea  of  the  amount  of  non- 
employment  among  men  outside  of  unions  or  not  in  or- 
ganized industries,  or  in  those  unions  not  having  an  in- 
telligent and  efficient  administrative  machinery,  through 
which  such  data  can  be  obtained.  It  is  also  to  be 
noted  that  the  English  trade-union  reports,  such  as  they 
are,  cover  only  a  few  years  and  consequently  do  not  pre- 
sent any  wide  basis  for  comparison. 

In  this  country  there  are  two  statistical  sources  of  in- 
formation as  to  the  unemployed,  both  of  them  coming 
from  ]\Iassachusetts.  One  of  these  is  the  state  "  Census 
of  Unemployed  "  of  1885,  published  by  the  Bureau  of 
Labor  in  1887  ;  and  the  other  is  the  report  of  a  certain 
number  of  the  manufacturing  establishments  of  the  state, 
also  published  by  the  Bureau  of  Labor  in  an  annual  vol- 
ume styled  "  Statistics  of  Manufactures,"  beginning  with 
the  year  1886. 

For  the  industries  tabulated  these  are  of  great  interest 
and  value  as  they  show  the  average  number  of  persons 
employed,  the  greatest  number  and  smallest  number  of 
persons  employed  each  month  of  the  year.  But  it  is  to 
be  noted  that  these  statistics  would  in  no  wise  include 
those  unemplo}'ed  who  had  been  utterly  displaced  and 
consequently  had  no  enrollment  whatever  on  the  books 
of  manufacturing  establishments.  They  do  show  most 
admirably  the  range  and  fluctuation  of  activity  of  the 
employer  but  only  inferentially  can  such  data  be  applied 
to  non-employment  of  labor  itself. 

Besides  the  official  records  there  were  various  esti- 
mates, so-called  censuses  made  by  mercantile  agencies, 
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police  authorities,  and  private  enterprises,  varying  as, 
for  example,  in  Boston  last  winter,  from  a  police  census 
of  less  than  6,000  to  Bradstreet's  estimate  of  30,000,  and 
the  Andover  House  estimate  of  38,000.  In  addition  to 
these  sources  there  are  the  statistics  of  applications  at 
emplo}-ment  bureaus,  and  the  records  of  charity  societies 
which  report  the  condition  of  those  relieved.  Thus  in  1 887 
it  was  stated  at  the  National  Charities  Conference  that  in 
twenty-five  cities,  of  the  applicants  for  relief  at  their  so- 
cieties, forty  per  cent,  needed  work  rather  than  relief. 
In  these  fragmentary  statistical  records  there  is  little  to 
satisfy  the  accurate  investigator.  Exact  knowledge  will 
elude  him  ;  suggestions  he  may  gain. 

It  thus  remains  to  fall  back  upon  the  analysis  of  in- 
dustrial conditions  from  which  it  might  be  possible  to 
frame  a  working  hypothesis  as  to  whether  there  be  an  in- 
crease in  the  number  of  the  unemployed  proportional  to 
the  population,  and  whether  this  may  be  a  new  class,  or 
reinforced  by  new  elements.  Such  an  analysis  must  fol- 
low lines  which  are  familiar  to  every  observer  of  eco- 
nomic conditions, — elements  indeed  so  familiar  that  I 
hesitate  to  re-enumerate  them  at  this  place.  Neverthe- 
less it  is  asserted  that  so  great  are  the  changes  acting  in 
the  organization  of  industry,  so  peculiar  are  the  present 
migrations  of  people  and  so  striking  are  the  more  recent 
competitive  conditions,  that  new  lines  of  emphasis  not 
yet  sufficiently  recognized  should  be  taken  cognizance  of, 
which  will  justify  a  fresh  analysis. 

The  following  forces  are  generally  recognized  as  con- 
tributary  causes  making  for  non-employment. 

(i)  The  displacement  of  labor  by  machinery. 

(2)  The  entire  elimination  of  certain  processes,  in 
order  to  reduce  cost. 

(3)  The  substitution  of  juvenile  labor. 
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(4)  The  substitution  of  female  labor, 

(5)  The  work  running  to  seasons. 

(6)  The  migration  of  industries  from  one  portion  of 
the  country  to  another  and  from  one  country  to  another. 

(7)  Fashion  which  leaves  a  hitherto  prosperous  in- 
dustry stranded  temporarily  or  even  permanently. 

(8)  The  unwillingness  to  accept  lower  wages  on  the 
part  of  workmen,  thus  strikes  and  interruption  of  em- 
ployment. 

(9)  The  introduction  of  labor  which  is  willing  to  ac- 
cept lower  wage  because  it  has  hitherto  lived  on  an  en- 
tirely different  lower  standard  of  comfort. 

(10)  Commercial  disturbances,  loss  of  business  confi- 
dence and  credit  cycles. 

It  has  generally  been  admitted  that  these  forces  may 
temporarily  and  in  some  cases  permanently  displace 
laborers, — honest  and  willing  laborers, — thus  producing 
non-employment.  But  the  usual  conclusion  is  that 
though  inconstancy  of  employment  is  a  reality,  a  great 
evil  rightly  attracting  public  attention,  there  is  no  good 
reason,  to  use  the  words  of  Professor  INIarshall  in  his  last 
work  on  the  "  Principles  of  Political  Economy,"  for 
thinking  that  the  inconstancy  of  employment  is  increas- 
inof  on  the  whole  : 

• 

[Several  causes  combine  to  make  it  appear  to  be  greater  than  it  really 
is.]  When  a  large  factory  goes  on  half  time,  rumor  spreads  the  news  over 
the  whole  neighborhood  and  perhaps  the  newspapers  spread  it  over 
the  whole  country  :  but  few  people  know  when  an  independent  work- 
man or  even  a  small  employer  gets  only  a  few  daj's'  work  in  a  month, 
and  in  consequence  suspensions  in  industries  in  modern  times  are  apt 
to  seem  more  important  than  they  are  relatively  to  those  of  earlier  times. 
In  earlier  times  some  laborers  were  hired  by  the  year,  but  they  were  not 
free  and  were  kept  to  their  work  by  personal  chastisement.  There 
is  no  evidence  that  mediaeval  artisans  had  steady  employ- 
ment. And  the  most  persistently  inconstant  employment  now  to 
be  found  in  Europe  is  in  those  non-agricultural  industries  of 
the    West    which    are    most    nearly    mediaeval    in    their    methods, 
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and  in  those  industries  of  Eastern  and  Southern  Europe  in  which 
mediaeval  traditions  are  strongest.  [In  many  directions  there  is  a 
steady  increase  in  the  proportion  of  employes  who  are  practically  hired 
by  the  3'ear.  This  is  for  instance  the  general  rule  in  many  of  those] 
trades  connected  with  Transport,  which  are  growing  fastest  and  are  the 
representative  industries  of  the  second  half  of  the  nineteenth  century 
as  the  manufacturing  trades  were  of  the  first  half.  And  though  the 
rapidity  of  invention,  the  fickleness  of  fasliion,  and  above  all  the  in- 
stability of  credit,  do  certainly  introduce  disturbing  elements  into 
modern  industry,  yet  other  influences  are  working  strongly  in  the 
opposite  direction.     Vol.  I,  p.  733,  Note. 

This  I  take  it  is  the  general  judgment  of  economists 
upon  this  point.  But  passing  by  the  comparison  be- 
tween mediaeval  conditions  of  trade  and  the  present  cen- 
tury, the  question  is  raised  whether  the  influences  above 
enumerated  as  making  for  non-employment  are  not  acting 
with  greater  vigor,  with  more  promptitude,  and  with 
more  certain  and  serious  results  than  they  were  twenty- 
five  or  forty  years  ago.  In  reflecting  upon  the  signi- 
ficance of  these  forces  and  the  weight  to  be  given  to 
them,  it  is  difficult  not  to  exaggerate  the  importance  of 
current  events  or  to  distinguish  the  unfortunate  and 
disastrous  occurrences  of  the  past  winter  from  the  normal 
condition.  I  shall,  however,  select  from  the  many  an- 
alyses presented,  three  or  four  considerations  which, 
though  by  no  means  novel,  are  possibly  not  so  familiar 
as  to  be  tedious,  and  .which  illustrate  the  position  of 
those  who  think  that  the  problem  of  the  unemployed  is 
of  increasing  importance. 

It  is  true,  of  course,  that  the  introduction  of  ma- 
chinery permanently  enlarges  the  field  of  employment 
instead  of  limiting  it  within  narrower  confines.  It  has 
been  suggested  however  that,  in  certain  highly  organized 
industries,  the  introduction  of  a  new  machine  is  tending  to 
become  a  more  and  more  serious  matter  to  the  workman. 
This,  it  is  argued,  is  for  two  reasons.     Manufacturing  is 
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carried  on  in  larger  and  individual  plants,  and  taking  the 
whole  population  into  account,  is  concentrating  into  fewer 
geographical  points.  The  introduction  of  a  new  ma- 
chine by  a  single  manufacturer  will  therefore  tend  to 
affect  a  larger  number  of  operatives  proportionately 
within  a  given  district  than  a  generation  ago.  On  ac- 
count of  the  magnitude  of  individual  establishments 
and  localization  of  industries  this  change  is  accompanied 
by  a  greater  shock. 

Favorable  competition  is  more  and  more  dependent 
upon  the  possession  of  the  best  and  latest  machinery. 
The  advantage  which  one  manufacturing  establishment 
has  over  another  depends,  among  other  things,  upon  the 
element  of  labor,  the  situation  as  to  the  market,  and 
the  character  of  the  machinery.  The  two  former  are 
assuming  relatively  less  importance  while  the  latter 
is  increasing  in  significance.  Labor  conditions  are  of  a 
greater  uniformity  and  the  cost  of  transportation  is 
being  so  reduced  that  the  nearness  of  a  given  market  is 
less  important  than  twenty  years  since. 

A  few  weeks  ago  I  had  the  pleasure  of  seeing  a  new 
machine,  soon  to  be  introduced  into  the  textile  industries, 
wdiich  if  adopted  generally  in  the  United  States  would 
displace  several  thousand  men  in  the  cotton  branch 
alone.  The  introduction  of  this  machine  will  reduce 
the  cost  of  production  one-sixth  of  a  cent  per  yard  on 
plain  cotton  cloth,  but  a  saving  of  one-sixth  of  a  cent 
per  yard  means  a  three  to  five  per  cent,  dividend  on  the 
capital  of  an  ordinary  cotton  establishment. 

The  inventor  of  textile  machinery  is  the  bugbear  of 
the  manufacturer.  No  sooner  is  his  plant  set  in  motion 
than  he  is  forced  to  consider  the  need  of  reconstruction, 
if  he  would  live. 

The  introduction  of  machinery  leads  us  to  a  second 
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consideration.  It  nnist  not  be  supposed,  as  lias  been 
very  clearly  stated  by  Mr.  Hobson,  that  machinery  in 
itself  is  essentially  related  to  unsteadiness  of  work. 
The  contrary  is  the  case.  Cheap  tools  can  be  kept  idle 
without  great  loss,  but  every  stoppage  in  the  work  of 
expensive  machinery  means  a  heavy  loss  to  the  capital- 
ist. But  this  development  of  permanent  conditions  in 
normal  times  of  itself  makes  the  period  of  non-employ- 
ment the  more  unexpected  and  the  pain  the  harder  to 
bear.  Machinery  has  introduced  regularity  into  many 
departments  of  industrial  life.  It  has  trained  the  work- 
man into  military  habits  of  attendance  and  industrial 
drill.  His  productive  power  and  the  purchasing  power 
of  his  wage  have  increased,  and  his  ambitions  enlarged. 
Interruption  of  employment,  particularly  when  not  asso- 
ciated with  some  direct  action  on  the  part  of  himself 
and  his  associates,  as  in  a  contest  for  better  wages  or 
ameliorated  labor  conditions,  exasperates  and  irritates 
him  as  never  before. 

The  third  consideration  not  only  applies  to  the  results 
of  the  introduction  of  machinery  but  also  to  the  changes 
caused  by  the  substitution  of  juvenile  or  female  or  for- 
eign labor.  I  refer  to  the  fact  that  while  in  the  gross 
there  may  be  an  increased  demand  for  labor  and  con- 
sequently a  greater  employment  of  labor,  with  the  fre- 
quent introduction  of  new  machinery  or  a  change  in 
the  process  which  makes  a  new  class  of  labor  possible, 
there  is  an  increasing  opportunity  for  resifting  and  re- 
sorting of  the  laborers  and  a  weeding  out  and  a  shaking 
out  process. 

The  manufacturer  to-day  employs  500  workmen,  but 
introduces  a  machine  by  which  the  same  product  can  be 
produced  with  the  labor  of  475  ;  the  cost  of  the  goods 
will  be  lower ;  the  demand  will  increase;  the  establishment 
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will  be  enlarged,  with  the  result  that  500  operatives  will 
still  be  needed,  but  this  does  not  mean  the  same  500.  The 
welcomed  opportunity  is  offered  b}-  which  the  employer 
can  let  go  temporarily  10,  or  15,  or  possibly  25  of  the 
poorer  workmen,  and  gradually  replace  them  in  his  ever 
developing  establishment  by  new  workmen.  This 
creates  a  demand  for  employment  as  much  as  it  enlarges 
non-employment ;  but  as  the  principle  of  selection  ex- 
tends as  never  before,  not  only  over  the  whole  world  but 
among  entirely  new  classes  of  labor,  as  women  and 
children,  the  relegation  to  the  rear  of  incompetents  goes 
on  with  a  briskness  never  before  witnessed.  The  unfit 
were  never  before  more  sharply  detected  and  mercilessly 
set  aside  than  under  present  conditions.  The  final  ad- 
vantage of  this  need  not  be  commented  upon,  but  a 
correct  analysis  demands  a  recognition  of  its  results. 

Again  it  is  suggested  that  the  employment  of  women 
in  industrial  works  will  increase  with  much  greater  ra- 
pidity in  the  next  twenty  years  than  in  the  past  twenty 
years.  They  will  be  found  not  only  in  machine  shops 
but  also,  it  is  said,  in  carpenter  shops.  Bo3^s,  through  the 
introduction  of  machinery,  are  pressing  into  the  carpentry 
trade,  or  rather  certain  branches  of  it,  for  the  trade  itself 
together  with  that  of  house-painting  is  rapidly  disintegrat- 
ing and  becoming  a  matter  of  historical  mention. 

Adherence  to  the  dictates  of  fashion,  once  more  it  is 
suggested,  is  much  more  general  than  it  was  twenty 
years  ago.  The  partial  abandonment,  for  example,  of 
the  stiff  derby  hat  for  the  soft  felt  two  years  ago  pre- 
vailed not  only  in  the  cities  hut  also  in  the  country 
towns,  which  are  no  ■  longer  satisfied  with  the  discarded 
surplus  of  the  metropolis.  Industries  migrate  more  or 
less.  Two  years  ago  a  large  part  of  the  General  Elec- 
tric Company's  business  was  removed  from  Lynn,  Massa- 
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chnsetts,  to  Schenectady,  New  York.  Part  of*  the  labor 
is  too  inert  to  move  ;  a  part  is  held  by  bond  of  family 
ties  or  b}-  ownership  of  small  propert}-  the  removal  from 
which  means  practically  its  sacrifice. 

And  then  there  is  an  inflow  of  foreign  labor.  It  is 
questioned  by  some  if  our  American  cities  would  have 
been  forced  to  the  extraordinary  relief  measures  this 
past  winter  if  there  had  been  restricted  immigration 
during  the  past  fifteen  years.  This  does  not  imply  that 
the  recipients  of  relief  are  recent  immigrants  or  for- 
eigners alone,  but  recent  immigration  has  been  very 
largely,  almost  entirely,  composed  of  unskilled  workmen 
who  absorb  much  of  the  unskilled  work  needed  by  the 
community.  Hitherto  when  skilled  labor  has  been  tem- 
porarily out  of  employment  there  has  been  some  oppor- 
tunity for  it,  as  well  as  our  domestic  unskilled  labor,  to 
turn  to  lower  grades  of  work  for  support,  and  such  work 
can  be  easily  created  for  an  emergency.  This  field, 
however,  is  fully  occupied  by  these  new  comers,  and  in 
e\-ery  emergency  relief  measure  of  last  winter  there  was 
the  greatest  difficulty  to  prevent  the  absorption  of  the 
funds  devoted  for  relief,  by  this  as  yet  unassimilated 
element. 

To  state  in  what  degree  non-employment  relates  to  the 
question  of  skill  or  its  lack  is  extremely  difficult,  as 
skill  is  largely  a  relative  term.  The  less  skilled  in  a 
given  occupation  are  the  leading  candidates  for  non- 
employment.  Non-employment  as  commonly  discussed 
implies  that  there  are  a  larger  number  in  a  given  indus- 
try than  can  be  regularly  employed  in  that  industry.  The 
workman  therefore  does  not  place  the  importance  upon 
the  necessity  of  a  high  degree  of  skill  on  the  part  of  all 
the  laborers  within  the  given  occupation.  Some  are  to 
be  left  out  anvwav  in  the  distribution  of  work.     Greater 
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skill  may  assist  the  iiulividiial,  but  contrary  to  the  gen- 
eral law  by  which  social  units  have  worked  out  the 
problem  of  progress,  workmen  within  the  organized 
trades  are  trained  to  discuss  the  subject  from  class  rather 
than  individual  self-interest.  It  is  useless  to  go  to  the 
trained  trades-unionist  and  advocate  better  industrial 
education  upon  the  ground  of  individual  advancement. 
It  is,  however,  a  notable  fact  that  the  mass  of  the  un- 
employed even  when  they  possess  some  competency, 
possess  only  one  kind  of  competency.  Through  lack  of 
adaptabilit}'  the}-  are  unable  to  transfer  their  productive 
power  into  a  new  branch  of  industry.  Greater  skill, 
through  better  and  wider  indiistrial  education,  would 
enlarge  their  opportunities  in  this  respect.  A  displace- 
ment means  a  more  or  less  temporary  closing  of  all 
avenues  of  escape,  and  in  the  recognition  of  this  condi- 
tion one  of  the  methods  for  reducing  inequality  of  em- 
ployment in  the  future  is  at  once  suggested,  viz.,  the 
economic  industrial  education.  And  this  argument  will 
appeal  to  the  trades-unionist  as  long  as  it  is  applied  to 
the  possibility  of  transfer  from  an  older  over-worked 
trade  to  a  new  and  unorganized  trade.  New  industrial 
processes  are  being  evolved  faster  than  laborers  can  be 
found.  Production  in  these  new  lines  is  actually  checked 
and  held  back  because  of  lack  of  suitable  labor.  It  is 
in  this  outlying  field  of  new  employment  that  there  is 
opportunity  for  a  migration  of  unemployed  labor. 
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THE  PAPAL  ENCYCLICAL  UPON  THE  LABOR 
QUESTION. 


In  a  book  which  has  been  called  by  scholars  the  ablest 
work  of  modern  Protestant  theology,  that  of  Professor 
Harnack  of  Berlin  (^Dogmcngcschichte)^  it  seems  to  be 
clearly  implied  that  the  whole  spirit  of  the  Roman 
Catholic  church  has  been  broadened  by  the  principle  of 
papal  infallibility.  The  embarrassments  of  an  infallible 
Bible  have  often  enough  been  admitted  by  Protestant 
scholars.  The  mere  scripture  is  not  primary,  but  the 
spirit  of  the  church  out  of  which  it  sprang  and  to  which 
the  letter  upon  the  page  is  secondary.  The  interpreting 
spirit  of  the  Catholic  church  thus  uses  the  Bible  as  Jesus 
used  the  Sabbath.  Thus  Professor  Harnack  finds  that 
not  merely  the  Bible,  but  the  whole  body  of  Catholic 
dogma  is  being  more  and  more  subordinated  to  the 
higher  end  of  human  and  social  service.  He  sees  in  this 
dogma  of  infallibility,  as  interpreted  by  a  man  of  com- 
manding spiritual  gifts,  like  the  present  Pope,  an  instru- 
ment for  the  bringing  of  all  dogma  into  subjection  to 
organized  activities  for  the  common  good.  Popularly 
said,  this  means  that  neither  Bible  nor  dogma  shall 
stand  in  the  way  of  doing  those  practical  things  which 
make  for  the  general  welfare.  This  means,  in  the  lan- 
guage of  Dean  vStanley,  that  the  church  shall  justify  it- 
self before  men,  solely  upon  the  ground  of  service  to  the 
community. 

The  most  hasty  reading  of  Catholic  literature  upon 
the  social  question  will,  I  think,  convince  men  of  open 
mind  that  this  church  is  not  only  alive  to  the  great 
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issues  but  is  nieetiug  tlieui  with  masterly  iutelligence. 
The  present  Pope  did  not  initiate  the  new  movement, 
but  he  has  left  upon  it  the  stamp  of  a  man  of  genius. 
Neither  did  he  extemporize  an  enthusiasm  in  these 
questions.  If  he  had  not  become  Pope,  we  should  still 
class  him  with  those  like  Professor  Perin,  Kolping,  de 
]\Iun,  Ireland,  Gibbons  and  others,  who  have  taken  care- 
ful measure  of  the  problem.  While  still  Archbishop  of 
Perugia  he  was  in  the  best  sense  a  student  of  these 
things.  The  separate  questions  of  hours  and  conditions 
of  labor,  wages,  contract,  the  justification  of  private 
property,  and  distribution,  are  each  dealt  with  in  the 
spirit  of  one  who  is  looking  at  modern  problems  in  the 
light  of  great  masters  like  iVristotle  and  Aquinas.  In 
the  first  years,  as  head  of  the  church,  at  least  three 
gatherings,  1881,  1882  and  1883,  were  held  in  Rome  to 
discuss  the  more  special  features  of  the  coming  social 
question,  and  the  brilliant  Swiss  leader  of  the  Catholic 
social  movement,  M.  Decurtins,  has  maintained  that  the 
Berlin  Conference  is  traceable  to  the  Pope's  influence. 
Before  dealing  with  the  Encyclical  on  Labor,  it  should 
be  said  that  most  of  the  issues  there  considered  had  been 
discussed  often  and  elaborately  at  the  general  and  spe- 
cial congresses  upon  the  social  question.  Three  general 
congresses  were  held  at  Malines  in  1863,  1864  and  1867, 
but  the  issues  were  then  too  indistinct  to  bring  us  into 
touch  with  the  struggle  of  industry  with  modern  democ- 
racy. After  1880  the  discussions  at  the  international, 
general  and  special  congresses  rapidly  take  definiteness 
of  outline.  In  the  reports  of  the  international  con- 
gresses at  Liege  in  1886,  1887  and  1890,  we  see  how 
sharp  even  within  the  church  is  the  struggle  between 
the  traditional  economic  conservatism  and  the  democratic 
spirit  touched  by  the  method  of  socialism.     On  the  one 
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side,  every  step  toward  state  intervention  is  held  in  ab- 
horrence ;  on  the  other,  it  is  maintained  that  no  changes 
at  the  vital  points  can  be  made  withont  the  state.  The 
whole  struggle,  it  is  said,  under  an  ever  wider  and  in- 
tenser  competition,  to  raise  the  standard  of  living,  lower 
the  working  time,  etc.,  will  end  in  defeat,  if  the 
only  appeal  is  to  the  old  doctrine  of  self-help.  The 
questions  about  which  the  fight  turns  are  quite  familiar 
to  us, — hours  of  labor,  the  minimum  wage,  trade  unions, 
the  concept  of  justice  as  opposed  to  benevolence  and 
charit}',  the  labor  contract, — and  beneath  these  more 
concrete  issues  is  the  whole  casuistry  of  opinion,  pro  and 
con^  upon  the  philosophic  aspects  of  the  problem. 
The  forms  of  property,  distribution,  interest,  rent,  the 
political  representation  of  homogeneous  trade  interests, 
the  family  wage  as  against  the  individual  wage, — all 
these  are  elaborately  and  minutely  discussed. 

The  older  writers  like  Professor  Perin,  Anatole  Leroy- 
Beaulieu,  Professor  Castelein,  the  economists  proper  like 
Professor  Rambaud  of  Lyons,  and  Claudio  Jannet,  the 
best  known  followers  of  the  Le  Play  tradition,  "  La  Re- 
fonne  Sociale  "  and  "  La  Science  Sociale  "  of  M.  Demou- 
lins,  are  united  against  the  democratic  innovations. 
They  work  with  much  unity,  together  with  the  organ- 
ized emplo}-ers,  in  strengthening  the  whole  policy  of 
patronage.^ — all  that  the  employers  alone  or  in  mixed 
trade  unions  {syndicats  mixtes)  hope  to  bring  about. 
Against  this  conseiA^ative  opinion,  we  find  a  growing 
number  of  young  lawyers  and  politicians,  some  of  the 
younger  economists  with  German  training,  a  large  num- 
ber of  church  dignitaries  such  as  Cardinal  Manning,  and 
able  leaders  like  the  Count  de  Mun  with  his  large  fol- 
lowing of  P Association  Catholiqiie^  Professor  Pottier  of 
Liege,  Mgr.  Bradshaw  and  Dr.  de  Pascal. 
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One  or  two  illustrations  will  show  the  natnre  of  this 
strife.  When  Professor  Liberatore  writes'  that  the  wage 
sliould  be  upon  the  family  and  not  upon  the  individual 
basis ;  that  the  wage  should  be  made  to  correspond  to 
the  needs  of  the  group ;  that  this  is  only  natural  justice, 
etc.,  we  know  where  he  will  stand  upon  almost  every 
one  of  these  issues. 

When  Dr.  de  Pascal  says  in  his  book,"  "  Let  it  not  be 
forgotten,  the  contract  does  not  constitute  justice,  but 
justice  should  govern  the  contract,"  we  know  that  he 
has  (or  soon  will  have)  thrown  aside  the  old  views.  He 
will  call  charity,  like  a  socialist,  mere  pa.tch-work,  and 
demand  a  new  organization  of  society  based  upon  some 
conception  of  equality.  He  is  almost  certain  to  take  his 
stand  against  the  church  tradition,  and  defend  the  inde- 
pendent trade  unions  rather  than  the  mixed.  He  will 
see  no  hope  in  checking  night  work  or  Sunday  work,  or 
maintaining  the  minimum  wage,  without  appeal  to  the 
state.  Upon  some  form  of  compulsory  insurance  he  is 
likely  to  look  wnth  favor. 

We  see  in  a  word  that  in  this  whole  church  movement 
the  issues  are  ever  more  and  more  sharply  defined  be- 
tween the  socialistic  and  individualistic  views.  This 
distinctness  of  outline  is  largely  owing  to  the  fact  that 
great  numbers  of  the  ablest  business  men  in  France  and 
Belgium  have  for  many  years  been  taking  eager  and  ac- 
tive part  in  the  congresses  upon  the  social  question. 
The  innovator  has  had  at  every  step  to  face  the  first-class 
man  of  business.  Much  of  the  sober  and  excellent 
•quality  of  the  discussion  in  these  reports  is  owing  to  this 
fact. 

Thus  while  the  Pope  comes  into  a  field  already  occu- 

1  "  Principii  di  Economia  Politica,"  230-231. 

2  "  L'Eglise  et  la  Question  Sociale,"  53  ff. 


547]      T}ic  Papal  Encyclical  upon  the  Labor  Question.     75 

pied,  he  comes  as  one  who  has  equipped  himself  for  ser- 
vice there.  On  the  background  of  this  brief  history  of 
opinion  and  discussion  in  the  church,  we  may  now  see 
more  clearly  {a)  the  contents  of  the  Encyclical,  and  {b) 
certain  results  that  are  already  appearing  from  its  influ- 
ence. 

It  need  scarcely  be  said  that  in  this  Catholic  philoso- 
ph)-  the  great  evils  at  the  heart  of  the  social  questions 
are  the  evils  which  spring  from  a  perverted  human  will, 
and  therefore,  the  great  remedy  is  the  bringing  that  will 
into  conformity  with  duty  and  truth  through  the  organ- 
ized influence  of  religion.  Of  these  things  I  need  not, 
however,  speak,  as  I  am  dealing  with  the  more  distinctly 
economic  aspects  of  the  question. 

(i)  The  Economic  Contents  of  the  Encyclical. — The 
spirit  of  revolution,  according  to  the  Pope,  has  passed  be- 
yond politics  into  the  field  of  economics. 

The  momentous  seriousness  of  the  present  state  of  things,  he 
says,  fills  every  mind  with  painful  apprehension  ;  wise  men  discuss 
it  ;  practical  men  propose  schemes  ;  popular  meetings,  legislatures, 
and  sovereign  princes,  all  are  occupied  with  it ;  and  there  is  nothing 
that  has  a  stronger  hold  upon  public  attention.   .  .  . 

All  men  agree  that  some  remedy  must  be  found  and  quickly  found 
for  the  misery  and  wretchedness  which  press  so  heavily  at  this  mo- 
ment on  the  large  majority  of  the  very  poor.   .   .   . 

To  this  must  be  added  the  custom  of  working  by  contract  and  the 
concentrating  of  many  branches  of  trade  in  the  hands  of  a  few  indi- 
viduals so  that  a  small  number  of  very  rich  men  have  been  able  to 
lay  upon  the  masses  a  yoke  little  better  than  slavery  itself. 

Here  is  an  impeachment  of  the  actual  competitive 
system  to  make  glad  the  heart  of  the  most  doughty  agi- 
tator. If  the  agitator  have  collectivist  leanings  his 
comfort  is  brief.  Any  remedy  which  socialism  brings 
for  the  admitted  ills  gets  short  shrift. 

To  reiuedy  these  evils,  says  the  Pope,  the  Socialists,  working 
on  the  poor  man's  envy  of  the  rich,  endeavor  to  destroy  private  prop- 
erty and  maintain  that  individual  possessions  should  become  the  com- 
mon property  of  all,   to  be  administered  by  the  state  or  nmnicipal 
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bodies.  They  hold  that,  by  thus  transferring  private  property  from 
private  persons  to  the  community,  the  present  evil  state  of  things  will 
be  set  to  rights  because  each  citizen  will  then  have  his  equal  share  of 
whatever  there  is  to  enjoj'.  But  their  proposals  are  so  clearly  futile 
for  all  practical  purposes  that,  if  they  were  carried  out,  the  working- 
man  himself  would  be  among  the  first'to  suffer.  Moreover,  they  are 
emphatically  unjust  because  they  would  rob  the  lawful  possessor, 
bring  the  state  into  a  sphere  not  its  own  and  cause  complete  confusion 
in  the  community. 

This  siiinmar)'  condemnation  of  socialism  is  followed 
by  an  antlioritative  statement  of  private  property  rights. 
The  literature  of  this  subject  contains  no  more  uncom- 
promising defence  of  those  very  forms  of  private  prop- 
erty which  collectivist  socialism  attacks.  The  right  to 
dispose  of  one's  property  as  one  pleases  is  maintained. 
This  right  is  rooted  in  the  natural  as  well  as  in  divine 
law.  The  traditional  defence  of  property  as  a  part  of 
the  personality, — the  passing  it  on  by  laws  of  inherit- 
ance to  the  child  who  is  merely  extended  personality, — 
shows  us  how  distinct  and  final  a  word  has  been  spoken 
to  socialists  in  or  out  of  the  church.  If  one  invest  in 
land  it  too  is  as  sacred  as  any  other  form.  "  Our  first 
and  fundamental  principle,"  reads  the  Encyclical,  "  there- 
fore, when  we  undertake  to  alleviate  the  condition  of 
the  masses,  must  be  the  inviolability  of  private  prop- 
erty." If  we  add  to  this  that  almost  every  variety  of 
patronal  attempt  among  the  Catholics  to  realize  their 
thought  seems  to  have  the  one  common  purpose  of 
spreading  far  and  wide  among  the  masses  every  fonn  of 
private  ownership  of  property,  we  shall  understand  what 
a  part  this  property  concept  plays  in  their  entire  view  of 
the  situation. 

Though  little  is  said  about  it  in  the  Encyclical  it  is 
clear  that  the  relation  which  rent  bearing  forms  of 
private  property  are  supposed  to  bear  to  the  monogamic 
family  has  been  considered  anew  by  Catholic  scholars. 
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It  seems  indeed  to  be  admitted  by  the  Catholics  that  the 
present  form  of  the  family  will  be  put  in  immediate 
jeopardy  by  such  changes  of  property  fonns  as  socialism 
asks.  Private  property,  as  here  defined,  the  present 
wage  system,  and  the  existing  laws  of  inheritance  are 
thus  boldly  accepted  as  natural,  sacred  and  presumably 
final.  Every  remedy  must  assume  their  pcrpctuit\-.  It 
is  thus  natural  that  the  great  remedy  is  patronage^  with 
a  kind  of  trinity, — priest,  employer  and  father  of  the 
family, — as  guide  and  administrator. 

From  this  central  fact,  every  separate  issue  must  be 
measured.  The  doctrine  as  to  the  state  and  its  function, 
trade  unions,  mixed  or  of  laborers  alone,  the  minimum 
wage,  restraints  upon  competition,  eight  hours — all  must 
henceforth  be  viewed  in  the  light  of  these  sharper  defini- 
tions of  property  rights.  As  the  Encyclical  deals  with 
principles,  not  with  their  application,  there  must  be 
much  divergence  in  the  interpretation,  yet  the  papal 
views  as  to  the  function  of  the  state,  w^ages,  and  hours 
of  labor,  admit  of  very  cautious  and  conservative  defini- 
tion. In  the  case  of  Sunday  work  the  state  may  inter- 
fere upon  principle,  as  it  may,  if  occasion  arise,  in  pro- 
tecting women  and  children.  The  door,  however,  seems 
purposely  left  open  for  a  broader  view.  If  private  or 
corporate  influence  proves  unequal  to  its  task  of  safe- 
guarding any  interest,  the  state  may  act.  The  radical 
party  in  the  church  naturally  hails  this  as  yielding  all 
that  is  claimed.  The  time,  place  and  conditions  are,  ac- 
cording to  the  Encyclical,  to  determine  each  question  as 
it  arises.  Here  a  wholesome  opportunism,  elastic  enough 
for  any  Fabian,  asserts  itself. 

Even  more  in  regard  to  the  vexed  question  of  the 
"  labor  contract,"  the  Pope  seems  to  take  the  advanced 
eround.     It  is  held  that  the  actual   contract  mav  not 
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meet  the  requirements  ;  therefore  both  nature  and  justice 
are  violated.  "  Let  it  be  granted,"  it  is  said,  "  that  as  a 
rule  \vorknien  and  emplo}"er  should  make  free  agree- 
ments and  in  particular  should  freely  agree  as  to  wages  ; 
nevertheless  there  is  a  dictate  of  nature,  more  imperious 
and  ancient  than  any  bargain  between  man  and  man, 
that  the  remuneration  must  be  enough  to  support  the 
wage  earners  in  reasonable  and  frugal  comfort."  Here 
the  middle  term  between  necessity  and  luxury,  viz., 
comfort,  is  chosen.  Here  the  nice  question  meets  us, 
What  if  all  the  organized  forms  of  self-help  should,  in  a 
given  case,  fail  to  meet  the  forces  of  competition  which 
crowded  the  w^age  below  the  comfort  line  ?  What  could 
be  said  to  the  members  of  the  Catholic  Association  and 
Democratic  League  in  the  church  who  asked,  let  us  say, 
for  compulsor}^  workingmen's  insurance  of  the  German 
type  or  for  municipal  feeding  of  school  children  ?  Mani- 
festly no  answer  is  possible  except  one  based  on  a  purely 
inductive  inquiry  as  to  the  facts  of  the  case.  The  pres- 
ent struggle  is  everywhere  now  to  protect  certain  points 
of  weakness  among  the  wage  earners, — childhood,  old 
age,  women,  sickness  and  industrial  accidents.  It  is  only 
a  question  of  evidence  as  to  what  method  can  best  reach 
its  end. 

There  are  plenty  of  indications  throughout  the  En- 
cyclical that  the  author  recognizes  this  and  all  that  it 
implies.  The  admission  that  wages  should  correspond 
to  a  certain  measure  of  comfort  not  covered  by  the  actual 
contract  between  laborer  and  employer,  but  by  a  higher 
principle  that  must  in  some  way  be  enforced,  illustrates 
this  hardier  attitude.  If  it  could  not  be  enforced  under 
free  patronal  forms,  why  not,  upon  the  Pope's  own  prin- 
ciples, by  the  state  ?  It  is  admitted  that  organized  pri- 
vate   initiative    cannot    manage    the    Sunday    difficulty 
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brought  about  by  competition.  Here  appeal  is  made  in 
the  Encyclical  to  the  state.  Between  this  and  state  help 
in  matters  sanitary  and  in  protecting  children  and 
women,  the  difference  is  one  of  degree,  of  time  and  cir- 
cumstance, upon  all  of  which  determining  facts  the 
Pope  lays  careful  and  special  emphasis. 

Again,  as  to  trade  unions,  the  great  body  of  best 
known  Catholic  writers  have  opposed  even  with  bitter- 
ness independent  trade  unions  (unions  without  employ- 
ers). The  ideal  has  been  the  syndicat  mixtc  in  which 
employer  and  employed  act  together,  thus  assuming  the 
practical  identity  of  interests  in  industrial  groups.  As 
the  head  of  the  church  shocked  a  multitude  of  his  fol- 
lowers by  warning  zealous  Ultrainontanes  no  longer  to 
oppose,  but  frankly  accept  the  present  French  Republic, 
so  consternation  was  spread  among'the  elect  by  a  frank 
and  bold  acceptance  of  independent  trade  unions. 
Joint  trade  unions  increased  iij  France  after  the  law  of 
18S4,  to  1893,  from  some  40  to  130  or  thereabouts  ;  inde- 
pendent unions  certainly  twenty  times  as  fast.  The 
Pope  recognized  this  fact,  just  as  he  recognized  that  the 
French  had  accepted  some  form  of  republican  govern- 
ment. This  means  adjustment  to  and  recognition  of  the 
actual  evolution  of  political  and  industrial  society.  Po- 
litical forms  are  everywhere  more  and  more  influencing 
forms  of  industry,  and  the  Catholic  policy,  under  this 
more  liberal  guidance,  is  intelligently  hospitable  to  both. 
How  broad  this  spirit  is  may  be  seen  in  the  acceptance 
by  the  church  in  Austria,  under  Prince  Liechtenstein's 
leadership,  of  associations  that  are  strictly  compulsory 
in  character.  At  the  other  extreme  is  the  triumph  of 
Cardinal  Gibbons  and  Archbishop  Ireland's  policy 
towards  the  Knights  of  Labor,  in  spite  of  the  element 
of  secrecy  in  this  body.     Between  these  extremes,   we 
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have  the  very  democratic  movement  of  Decurtins  in 
Switzerland,  and  the  joint  associations  of  France  and 
Belginni.  Certainly  Cardinal  Manning  in  England  was 
at  the  very  front  of  the  more  democratic  mo^^ement. 
Again  as  late  as  1886  a  French  bishop  wrote  that  the 
chnrch  wonld  not  consider  the  qnestion  of  international 
legislation.  At  the  congress  of  Liege  in  1890,  at  May- 
ence  in  the  same  year,  and  by  several  writers  since  the 
Encyclical,  the  claim  is  made  that  international  action  on 
the  social  qnestion  mnst  have  immediate  and  serions 
consideration.  Long  since,  both  Cavonr  and  Bismarck 
expressed  their  fears  of  the  fnture  nnion  between  the 
black  and  the  red  international.  We  see,  however,  that 
upon  the  essential  economic  issues  raised  by  collectivist 
socialism,  the  church  has  declared  war.  Its  inter- 
nationalism has  as  little  in  common  with  that  of  Marx 
as  religion  has  with  secularism. 

We  are  led  thus  to  askjthe  obvious  question,  With  the 
Pope's  definition  and  acceptance  of  private  property,  in- 
heritance and  the  wage  system  as  sacred,  is  it  likely  that 
there  will  be  leeway  enough  for  this  profoundly  demo- 
cratic movement  in  the  church  ?  If,  as  is  laid  down  in 
the  so-called  "  Great  Charter  of  the  Fourth  Estate,"  time, 
place  and  circumstance  are  so  largely  to  determine  pol- 
icy ;  if  modern  democracy,  trade  unionism,  with  all  that 
they  signify  of  political  influence  in  the  near  future,  are 
to  be  accepted,  is  it  probable  that  they  can  be  held  in 
check  by  remedies  which  assume  the  permanence  of 
present  property  forms,  inheritance  and  the  wage  system  ? 
At  every  point  where  this  fourth  estate  is  strongly  or- 
ganized in  politics,  its  one  aim  is  to  democratize  not  only 
political  but  industrial  privilege.  The  private  or  mo- 
nopolized control  of  rents  in  every  form  is  the  one  thing 
at  which  the  demos  strikes.      Is  it  probable   that    the 
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priesthood  once  instructed  in  economics  can  be  held  in 
check  ?  Since  the  Catholic  bishops  met  at  Fnlda  in 
1869  it  has  been  more  and  more  the  policy  of  the  church 
to  teach  social  science  in  the  seminaries.  It  is  a  part  of 
the  instruction  now  in  Belgium,  France,  Germany,  and 
Austria.  The  future  alone  can  answer  these  questions 
but  it  is  clear  that  purely  patronal  remedies  are  having 
very  embarrassing  experiences  everywhere. 

(2)  We  may  ask  finally  and  briefly,  What  results  have 
already  flowed  from  the  Encyclical? 

Upon  the  whole  this  document  takes  sides  with  the 
more  democratic  tendencies  in  the  church,  yet  it  has  in- 
troduced greater  unity  of  opinion  upon  many  vital  ques- 
tions. All  parties  unite  in  praising  it,  practically  all 
accept  it.  There  is  far  less  insistence  that  only  joint 
trade  unions  shall  be  encouraged.  Instead  of  much 
abuse  of  the  mere  interest  or  rent  receivers,  we  hear  far 
more  of  educating  them  into  a  sense  of  their  duties  to 
society.  If  it  is  right  to  take  interest  and  rent  then 
some  corresponding  service  must  be  done.  Before  the 
Encyclical,  it  was  common,  as  in  the  Catholic  Association, 
to  hear  of  the  "  pretended  productivity  of  capital"  ; 
that  "  labor  produces  all  the  wealth"  ;  that  "  those  who 
own  the  means  of  production  necessarily  rob  the  poor"  ; 
that  '*  none  have  a  right  to  income  without  personal 
work  ;  "  that  "  funded  property  is  for  the  most  part  a 
mere  creature  of  the  law,"  etc.  The  reports  of  con- 
gresses since  the  Encyclical  show  far  less  of  this  kind  of 
utterance.  The  attempt  is  rather  to  give  democratic  ap- 
plication to  the  papal  principles — to  show  evidence  for 
further  state  activity,  to  make  the  most  of  the  principle 
of  justice  as  against  the  actual  labor  contract,  etc. 

Again,  the  word  socialism,  even  allied  with  a  religious 
term,  is  far  less  in  favor,     vSome  of  the  leaders  forswear 
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the  word  altogether.  In  a  sitting  of  the  Chamber  of  Dep- 
puties  last  April,  the  leader  of  the  so-called  Christian 
Socialists,  Le  Comte  de  ]\Inn,  vehemently  protested  that 
there  was  no  such  thing  as  Cliristian  Socialism. 

We  may  add  to  these  results  an  immense  stimulus  to 
the  whole  movement  in  the  church  to  deal  wisely  and 
cautiously  with  the  social  question.  Congresses  are 
multiplying ;  a  literature  already  of  bewildering  magni- 
tude,— pamphlet,  periodical,  books, — is  every  where  ap- 
pearing. 

The  whole  church  with  the  superb  strength  of  its  or- 
ganization is  turning  no  longer,  as  of  old,  to  princes  but 
to  the  people.  One  church  dignitary  writes  :  "  Hitherto, 
the  world  has  been  controlled  by  dynasties,  henceforth  the 
control  is  with  the  demos ;"  Cardinal  Manning  said : 
"  The  twentieth  century  will  be  for  the  people ;  "  even 
the  Pope  is  reported  to  have  said  :  "  My  highest  ambi- 
tion is  to  go  down  to  history  as  the  pontiff  of  the  la- 
borers" ;  and  a  writer  of  the  rarest  freedom  and  insight, 
the  Academician,  de  Vogiie,  has  written  :  "  On  the  day 
when  the  throne  of  St.  Peter  shall  hold  a  Pope  animated 
by  the  spirit  of  Cardinals  Gibbons  and  Manning,  the 
church  will  rise  and  take  her  place  in  the  world  the  most 
formidable  power  that  it  has  ever  known." 
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POPULATION  AND  CAPITAL. 


In  the  whole  analysis  of  this  subject  there  is  so  much 
uncertainty  attaching  to  the  use  of  familiar  terms,  that 
we  may  be  pardoned  for  devoting  a  little  time  to  defini- 
tions. 

By  the  term  7vealth^  I  shall  understand  those  things 
material  or  immaterial,  w'hich  contribute  to  the  enjoy- 
ment of  the  communit}'.  By  the  \.^x\\\  property^  I  shall 
denote  those  rights  which  enable  an  individual  to  exer- 
cise control  over  parts  of  the  wealth  of  the  community. 
Wealth  is  produced  ;  property  is  acquired.  When  such 
acquisition  is  made  under  arrangements  which  are  in- 
tended to  increase  the  w^ealth  of  the  community,  it  may 
be  called  legitimate,  If  made  under  other  methods,  as 
in  gambling  or  robbery,  it  is  to  be  called  illegitimate. 

Capital^  in  the  ordinary  sense  of  the  term  is  propert}- 
hazarded  with  a  view  to  the  acquisition  of  more  prop- 
erty. When  the  transaction  is  a  legitimate  one,  this 
hazard  is  known  as  an  hivestnient.  This  is  the  sense  in 
which  the  term  capital  is  used  by  economists  down  to 
Adam  Smith,  by  Marx  and  Lassalle  (except  that  they 
do  not  admit  the  legitimate  character  of  the  transac- 
tions), by  Henry  Dunning  McLeod,  and  to  which  in  the 
most  recent  times  economists  like  Clark  have  virtually 
returned. 

But  there  is  another  sense  in  which  the  w^ord  capital 
is  used  by  the  general  body  of  economists  from  Ricardo 
to  Mill  and  Walker.  In  this  sense  it  means  w^ealth 
which  is  needed,  devoted  or  used  for  the  production  of 
more  wealth  for  the  community — the  wealth  which  is 


86  American  Economic  Association.  [558 

consumed  productively,  or  what  Clark  calls  capital  goods. 
We  shall  call  this  the  social  sense  of  the  word  capital  as 
distinct  from  the  former  or  individual  sense. 

It  is  a  familiar  contention  that  capital  in  the  individ- 
ual sense  is  necessary  to  the  maintenance  and  utilization 
of  capital  in  the  social  sense ;  in  plain  language,  that 
you  must  give  a  man  control  over  the  money  he  has 
saved  in  order  to  accumulate  productive  resources  in  the 
nation.  This  proposition,  which  is  the  cardinal  point 
in  the  criticism  of  socialistic  theories,  I  shall  not  discuss 
by  itself.  I  wish  to  point  out  how  the  use  of  sociologi- 
cal methods  of  inquiry  has  enabled  us  to  connect  the 
discussion  of  this  propositiQu  with  the  study  of  the  Mal- 
thusian  theory ;  and  how  the  combination  of  the  two 
things  enables  us  to  present  the  essential  truth  which 
underlies  them  both,  in  a  more  guarded  but,  at  the  same 
time,  a  more  convincing  and  useful  form  than  is  com- 
monly given. 

It  is  admitted  by  all  parties  to  the  discussion  that  the 
accumulation  and  use  of  capital  in  its  social  sense  is 
necessary  to  all  progress.  In  the  beginnings  of  civiliza- 
tion such  accumulation  is  rendered  impossible  if  the 
numbers  of  children  become  too  large  in  proportion  to 
the  rest  of  the  community.  A  birth-rate  of  from  50  to 
60  per  1000  involves  a  proportion  of  young  children 
which  forms  a  source  of  weakness  in  peace  as  well  as  in 
war.  Those  ethical  qualities  which  raise  man  above  the 
level  of  the  brutes,  so  far  as  they  are  present  in  savage 
tribes,  intensify  this  danger  by  involving  the  energies  of 
the  strong  man  in  the  support  of  the  weak,  and  sacri- 
ficing the  natural  selection  of  individuals  to  the  collec- 
tive needs  of  an  unprogressive  community.  The  orga- 
nization which  checked  the  operation  of  the  individual 
struggle  for  existence  was  bound  to  prove  worse  than 
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useless  unless  it  opened  a  possibility  for  improving  the 
conditions  of  the  collective  struggle  for  existence.  As 
long  as  the  children  of  the  weak  ate  all  the  substance  of 
the  strong,  such  improvement  was  manifestly  not  to  be 
expected. 

For  this  general  pressure  of  population  upon  subsist- 
ence the  most  obvious  remedy  was  infanticide.  A  less 
obvious  but  better  remedy  was  the  system  of  maternal 
control  of  population  known  as  the  matriarchate.  Each 
of  these  institutions  lessened  the  burden  of  unproductive 
consumption  and  made  it  possible  to  accumulate  capital 
instead  of  living  from  hand  to  mouth.  But  neither  of 
them  solved  the  difficulty.  While  the  limit  to  consump- 
tion set  by  means  like  this  creates  a  possibility  of  ac- 
cumulation, it  by  no  means  suffices  to  create  an  actuality. 
Under  the  most  advanced  forms  of  the  matriarchate  we 
do  indeed  find  a  considerable  body  of  capital  produced 
and  controlled,  it  is  significant  to  note,  by  women ;  the 
men  on  these  terms  using  their  collective  energies  either 
in  hunting,  or  in  the  defense  of  the  tribe  from  foreign 
enemies.  But  such  accumulations  of  capital  are  in  the 
nature  of  things  insecure,  being  dependent  on  the  main- 
tenance of  a  military  order  far  enough  developed  to 
render  the  tribe  secure  against  outside  enemies  and  yet 
not  so  far  developed  as  to  create  great  inequalities  of 
fighting  power  within  the  tribe  itself. 

It  is  an  open  question  how  far  the  maternal  family  is 
to  be  regarded  as  a  universal  institution  through  which 
all  races  have  passed  in  their  progress  toward  higher  civ- 
ilization. It  is  also  a  question  by  what  means  the  change 
was  wrought  through  which  the  maternal  family  gave 
place  to  the  military  or  patriarchal  one.  But  however 
the  change  was  brought  about,  we  find  the  military  family 
associated  with  a  slightly  higher  form  of  civilization,  and 
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proving  its  superior  permanence  and  efficiency  as  an  in- 
stitution in  cases  of  actual  conflict.  At  first  sight  the 
change  in  its  ethical  aspects  seems  like  a  step  backward. 
Instead  of  holding  a  position  of  relative  freedom  and 
independence,  the  women  are  now  subjected  to  the  will 
of  one  who  is  little  better  than  a  captor.  Instead  of  a 
fair  degree  of  equality  in  power  and  possessions,  we  find 
an  almost  tyrannical  subordination  to  the  will  of  the 
strongest.  Not  only  vassalage  but  slavery  flourishes 
under  this  system  to  a  degree  hardly  known  under  the 
matriarchate.  Yet  the  military  family  forms  the  basis 
of  progress  in  a  way  that  the  matriarchate  did  not.  The 
compulsory  labor  of  many  men  for  one  gives  a  chance 
for  the  origination  of  forms  of  capital  which  would 
otherwise  have  been  impossible.  If  the  man  who  holds 
this  capital  is  really  the  strongest,  the  accumulation  can 
continue  to  grow  from  century  to  century.  Some  part 
of  the  population  is  relieved  from  the  pressure  of  num- 
bers upon  subsistence  and  is  able  to  make  permanent 
industrial  progress.  What  was  once  a  universal  pressure 
now  becomes  a  localized  one — unfairly  localized,  it  is 
true,  since  those  who  do  the  hardest  work  are  nearest 
to  the  starvation  point,  while  those  who  have  the  most 
enjoyment  have  often  done  least  to  deserve  it,  but  never- 
theless a  system  which  has  in  it  great  future  possibilities 
because  it  does  in  fact  give  rise  to  social  capital.  Even 
an  unfair  system  of  property,  if  securely  maintained, 
accomplishes  more  for  national  wealth  than  no  property 
at  all. .,  At  its  worst,  it  substitutes  what  Effertz  calls  a 
struggle  for  domination  in  the  place  of  the  earlier  and 
more  destructive  struggle  for  annihilation. 

These  effects  are  seen  in  the  next  stage  of  develop- 
ment w^hen  the  rule  of  the  strongest  has  lasted  long 
enough  to  provide  for  organized  governmental  protec- 
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tioii  of  property  rights.  As  the  danger  of  robbery  di- 
minishes, the  rights  of  the  military  chieftain  become  less 
and  those  of  the  laborer  greater.  The  hardships  of 
slavery  are  gradually  mitigated,  until  finally  there  arises 
a  class  of  laborers  who  control  the  results  of  their  work, 
and  whose  output  is  so  superior  in  quality  and  in  quan- 
tity as  to  render  the  continued  competition  of  slave  labor 
all  but  impossible. 

Stimulus  is  now  given  not  only  to  the  appropriation 
of  wealth  but  to  its  production.  Where  property  is 
largely  based  on  labor  the  pursuit  of  property  be- 
comes in  the  best  sense  a  legitimate  one.  More  and 
more  men  have  the  chance,  by  the  exercise  of  industry, 
to  avoid  the  imminence  of  the  pressure  of  population 
upon  subsistence,  and  by  so  doing  to  add  alike  to  their 
own  property  and  to  the  capital  of  the  nation.  Hand  in 
hand  with  this  process,  there  is  a  tendency  to  give  each 
man  the  chance  for  a  family  life  of  his  own  ;  to  super- 
sede polygamy,  where  a  few  men  monopolize  all  the 
wives  as  well  as  all  the  property  rights,  and  to  develop 
a  monogamic  system  under  which  every  citizen  can 
transmit  to  his  children  whatever  rights  and  advantages 
he  has  acquired. 

The  next  stage  of  development  is  reached  when  the 
possession  of  property  gives  a  man  not  merely  enjoyment 
but  power  in  the  control  of  industry' — in  other  words, 
when  capital  in  its  individual  sense  becomes  a  directing 
force  in  the  progress  of  the  nation.  Instead  of  simply 
enjoying  his  share  of  the  product  of  the  community,  as 
he  did  some  hundreds  of  years  ago,  the  property  owner  is 
now  invited  to  speculate — to  invest  his  capital  in  the 
ways  he  thinks  best,  and  take  his  chances  of  success  or 
failure.  If  he  has  shown  foresight  in  so  doing,  he  reaps 
a  rich  reward  for  his  services  in  rendering  a  new  process 
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or  locality  available  for  supplying  the  ^yants  of  the  com- 
munity. If  he  has  been  over  sanguine,  he  loses  his  own 
capital  and  that  of  those  ^\^o  have  trusted  him,  and  be- 
comes once  more  dependent  on  his  labor.  Under  this 
system  we  have  not  simply  a  selection  of  the  strong  and 
elimination  of  the  weak,  as  under  the  patriarchal  system  ; 
not  simply  a  selection  of  the  industrious  and  elimination 
of  the  lazy,  as  under  the  later  mediaeval  system  ;  but  a 
selection  of  the  prudent  and  intellectual  and  an  elimina- 
tion of  the  reckless  or  emotional.  The  prudent  man  or 
woman  who  works  hard,  invests  wisely,  and  does  not 
marry  till  assured  of  the  ability  to  support  a  family,  in- 
sures himself  and  his  children  against  the  danger  of 
pressure  of  population  upon  subsistence.  He  lessens  his 
contribution  to  the  national  birth-rate,  and  still  more 
conspicuously  lessens  his  contribution  to  the  national 
death-rate.  And  as  more  of  his  children  survive,  in  spite 
of  their  smaller  numbers,  there  is  a  cumulative  effect 
from  generation  to  generation,  by  which  the  nation  as  a 
whole  grows  more  prudent  and  its  morality  more  intel- 
lectual. It  is  in  all  these  ways  that  the  institution  of  in- 
dividual capital  has  proved  the  best  means  of  accumu- 
lating and  utilizing  the  capital  of  the  community. 

This  progress  has  been  marked  b}*  a  lowering  of  the 
general  birth-rate,  a  still  greater  lowering  of  the  death- 
rate,  and  an  improvement  in  the  arts  which  has  enabled 
the  increased  population  to  live  in  greater  comfort  than 
before.  But  it  has  left  certain  parts  of  the  population 
in  a  state  where  they  are  constantly  on  the  verge  of 
starvation.  Is  this  to  be  regarded  as  a  necessary  inci- 
dent of  progress,  or  as  an  unnecessarj'  evil  which  con- 
stitutes an  indictment  against  the  modern  industrial 
system  ?  Malthus  holds  the  former  view  ;  the  socialists 
the  latter. 
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The  successive  points  in  the  IMalthusian  theory  may 
be  suninied  up  as  follows  : 

(i)  A  low  death-rate  is  a  necessity  for  national  pros- 
perity. A  high  death-rate  (say  40  per  1000)  means  a 
low  average  duration  of  life  (say  25  years),  much  dis- 
ease and  little  industrial  efficiency. 

(2)  Any  excess  of  birth-rate  over  death-rate  means 
increased  population,  and,  in  long  established  communi- 
ties, increased  density  of  population.  As  long  as  this 
increase  is  accompanied  by  corresponding  improve- 
ments in  the  arts  of  producing  and  utilizing  food,  it  has  no 
adverse  effect ;  but  when  the  increase  of  numbers  is 
more  rapid  than  this,  it  means  less  food  per  unit  of 
labor,  more  disease,  stoppage  of  accumulation  of  capital 
and  of  the  progress  which  is  dependent  on  such  accumu- 
lations. 

(3)  The  physiological  possibilities  of  the  birth-rate 
are  so  far  in  excess  of  any  death-rate  which  is  consonant 
with  social  prosperity,  that  the  improvement  in  the  arts 
of  food-supply  has  not  kept  pace  with  this  possible  ex- 
cess and  cannot  be  expected  to  do  so.  This  difference 
must  therefore  be  reduced  by  "  preventive"  checks  to 
lessen  the  birth-rate.  An  individual  who  refuses  to 
conform  to  this  necessity  has  himself  to  blame  for  his 
poverty  and  that  of  his  children,  and  must  expect  to  see 
their  numbers  reduced  by  the  positive  checks  of  famine 
and  disease. 

The  socialistic  criticism  of  Malthus  may  without  un- 
fairness, and  with  great  gain  in  perspicuity,  be  analyzed 
into  two  heads :  (i)  There  is  almost  never,  in  civilized 
society,  a  present  or  immediate  pressure  of  population 
upon  subsistence.  There  is  always  food  enough  to  go 
around,  if  it  were  only  better  distributed.  (2)  If  such  a 
distribution  were  made,  there  is  no  likehood  of  a  future 
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pressure  of  population  upon  subsistence  because  in- 
creased comfort  is  accompanied  by  a  lower  birth-rate 
instead  of  a  higher  one. 

The  last  point  is  erroneous.  It  is  true  that  as  society 
exists  at  present,  high  comfort  and  low  birth-rate  are 
commonly  associated,  because  comfort  is  made  to  depend 
upon  prudence.  Let  the  comfort  be  made  independent 
of  the  exercise  of  prudence,  as  in  the  operation  of  the 
English  poor-law  at  the  beginning  of  this  century,  and 
the  birth-rate  tends  to  increase  rather  than  diminish. 
It  may  not  be  exactly  true,  as  some  Malthusians  would 
have  us  believe,  that  the  low  birth-rate  is  the  cause  of 
the  comfort ;  but  it  is  much  farther  from  the  truth  to  as- 
sert that  the  comfort  is  the  cause  of  the  low  birth-rate. 
Both  are  the  results  of  a  common  cause — the  exercise  of 
prudence,  which  gives  high  comfort  and  low  birth-rate 
to  those  who  are  capable  of  practicing  it,  while  those 
who  are  incapable  of  so  doing  have  at  once  a  higher 
birth-rate  and  lower  level  of  comfort. 

This  line  of  thought  enables  us  to  explain  satisfactorily 
a  phenomenon  which  has  been  misunderstood  by  many 
of  the  opponents  of  Malthus,  namely,  that  the  fear  of 
starvation  does  not  lower  the  birth-rate  so  much  as  the 
fear  of  losing  caste.  It  is  not  that  the  desire  of  decencies 
in  itself  constitutes  a  greater  preventive  check  to  popu- 
lation than  the  need  of  subsistence  ;  but  that  the  need  of 
subsistence  is  felt  by  all  men  alike,  emotional  as  well  as 
intellectual,  while  the  desire  of  decencies  stamps  the  man 
or  the  race  that  possesses  it  as  having  reached  the  level 
of  intellectual  morality.  Ethical  selection  can  therefore 
operate  on  the  latter  as  it  does  not  on  the  former.  The  in- 
tellectual man  has  possibilities  of  self-restraint  which 
the  emotional  man  has  not.  Give  the  intellectual  man 
the  chance  to  reap  the  benefit  of  such  self-restraint  and 
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you  will  find  reduced   birth-rate  and  increased  comfort. 

There  are  some  cases  under  the  existing  social  order 
where  men  who  are  capable  of  higher  things  multiply  reck- 
lessly through  sheer  hopelessness.  With  men  like 
this,  a  better  distribution  of  the  results  of  labor  would 
doubtless  operate  not  only  to  increase  their  productive 
efficiency  but  to  contribute  to  their  prudence  in  marry- 
ing, and  thus  to  diminish  the  birth-rate.  But  this  result 
would  be  accomplished  by  assimilating  the  condition  of 
the  hopelessly  poor  to  the  normal  condition  of  property 
owners,  and  would  be  dependent  on  the  operation  of 
those  capitalistic  motives  which  the  majority  of  the  op- 
ponents of  Malthus  so  severely  disapprove. 

The  more  completely  you  give  the  prudent  and  efficient 
man  control  of  the  results  of  his  labor,  the  more  you 
localize  the  pressure  of  population  upon  subsistence,  and 
confine  the  effects  of  this  pressure  to  a  few.  Under  such 
circumstances  there  is  habitually  that  surplus  of  food  on 
which  the  anti-Malthusian  lays  so  much  stress.  But 
give  the  children  of  the  shiftless  the  right  to  eat  the 
substance  of  the  efficient  and  prudent,  and  you  will  soon 
lose  both  the  capital  and  the  morality  under  which  that 
capital  has  been  created, — witness  the  history  of  the 
English  poor-law.  The  fund  of  national  capital  is 
placed  at  the  mercy  of  the  paupers,  and  the  restraints 
which  now  limit  the  number  of  these  paupers  are  taken 
away.  Let  this  process  be  carried  to  an  extreme,  and 
the  localized  pressure  of  population  upon  subsistence, 
now  so  familiar  under  the  name  of  poverty,  widens  more 
and  more  until  we  have  that  general  imminence  of 
starvation  characteristic  of  savage  or  half-savage  races. 

When  the  comfort  of  an  individual  is  made  dependent 
upon  his  foresight  and  prudence,  and  when  the  comfort 
of  a  group  is  made  dependent  on  the  existence  of  Intel- 
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lectnal  as  distinct  from  emotional  morality,  we  shall  lind 
prndent  men  and  prudent  races  possessing  high  comfort 
and  low  birth-rates.  The  history  of  civilization  is  in 
large  measure  a  history  of  this  development  of  prudence 
and  comfort.  Possibly  some  nations  are  carrying  this 
conscious  adaptation  of  means  to  ends  a  little  too  far  for 
their  own  good.  The  waste  of  nerve-power  connected 
with  the  exercise  of  conscious  prudence  is  a  real  evil, 
and  if  carried  to  an  extreme  may  offset  the  gain  attend- 
ant upon  the  possession  and  accumulation  of  capital. 
This  is  a  fair  point  for  socialistic  criticism.  But  with 
the  average  man,  the  dangers  of  this  extreme  are  less 
than  those  of  the  other.  The  evils  of  thinking  too 
much,  and  trusting  Providence  too  little,  seem  small  in 
comparison  with  those  which  arise  from  trusting  Provi- 
dence for  everything  and  not  thinking  at  all.  Doubtless 
Malthus  made  a  mistake  in  giving  too  much  countenance 
to  the  idea  that  preventive  checks  must  be  conscious. 
But  his  socialist  critics  make  a  greater  mistake  in  hold- 
ing that  such  checks  are  automatic.  The  truth  would 
seem  to  be  that  such  checks  are  for  the  most  part  insti- 
tutional. The  modern  family  and  the  modern  law  of 
capital  have  acted  as  a  powerful  system  of  preventive 
checks  to  population.  The  apparently  automatic  and 
often  non-conscious  operation  of  these  checks  must  not 
blind  us  to  the  historical  power  which  has  established 
and  perpetuated  them. 

To   hope — as  do   the  socialistic  critics  of    the    Mal- 
thusian  theor}- — that  the  average  character  of  a  people^ 
will    remain    unchanged  when    the    institutions    under 
which  this  character  has  developed  are  radically  modi- 
fied or  abolished,  is  a  fatuous  delusion. 

NoTK.  When  this  paper  was  already  in  type,  the  author  received  a 
copy  of  Dr.  Frank  Fetter's  Verstich  einer  Bevolkerungsleltre  which 
has  just  been  published,  and  in  which  a  number  of  the  conclusions 
here  developed  are  anticipated— particularly  those  relating  to  the 
psychological  character  of  the  relations  between  capital  and  popula- 
tion. 
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